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FOREWORD 

Every book should have an object, and that object, whether it 
be to entertain or educate, should be clearly understood at the 
very start so that only those to whom it would be of value may 
undertake its reading. The reason for this Foreword is to ex- 
plain clearly in a few words the objects of this book, which are 
two — for it may be called A Why and How Book. 

The basic reason of this book is to educate. The idea of eriter- 
tainment does not enter into its conception except as some of the 
ideas in it may please those students of bank credit who are in 
love with their work and to whom it may bring the stimulating 
effect of giving them an opportunity to compare their own ideas 
with the ideas of others. 

Primarily it is not meant for the more mature minds in the 
field of bank credit, except in some chapters, but is more widely 
meant for younger men — assistants who are possessed of suffi- 
cient zeal to study the technique of bank credits so that they may 
more readily achieve judgment and credit knowledge. 

The opening chapter deals with the theoretic principle of credit 
very briefly. The colleges provide long courses for the deeper 
study of economics, but no book on credit can be complete without 
some discussion of the subject from this standpoint. The average 
man approaches this kind of study, however, in an attitude of 
skepticism and distrust. "Give us something practical," is the 
cry, and so this is written with the idea of giving as little theory 
as possible and as much of the practical as can be. 

There are many forms; nearly all reproductions of those in 
actual use by representative banks, but some are adaptations and 
combinations made with the idea of offering suggestions. These 
are by no means only the forms used by the author, in his own 
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The Banker's Credit Manual 

CHAPTER I 

Some Credit Economics and Word Definitions 

If we are to study any subject it behooves us first of all to 
understand what we are to study. While the object of this book 
is to disclose some of the theories and practises by which a bank 
credit man attempts to solve his problems, yet we can not under- 
take the study of the machinery itself until we know what we are 
handling. So many business men and- successful bankers have 
achieved their successes by dint of their own intuitive, clear- 
headed judgment, that they are sometimes too prone to dismiss as 
futile all study of the theoretical kind. The college professor and 
his economic laboratory are put aside as theoretic vagaries to be 
tolerated perhaps as a kind of plaything for the boys and girls, 
but not to be considered as of any practical value in the every-day 
afifairs of business. . There can be no doubt, however, as to the 
fact that every business success of long standing and firm foun- 
dation has become so because the man at the head of that busi- 
ness operated, knowingly or subconsciously, in accord with the 
basic laws of political economy. Some men may have developed 
their theories by academic study, trimmed and rounded by experi- 
ence. Others may have reached success by the long, hard daily 
grind. But either extreme and all between, if they are to continue 
successful, must conduct themselves in accordance with the laws 

of political economy. 

1 
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WHAT IS POLITICAL ECONOMY 

Political economy is the science that treats of wealth, its na- 
ture, production, distribution and consumption and the laws and 
forces which govern these matters. This evidently opens the way 
for a study of tremendous scope when we understand the full 
meaning of the term wealth. Vulgarly speaking we measure 
wealth in this country by dollars. A man is spoken of as being 
worth so many dollars, and this is sometimes carried to such an 
extreme that the dollar is accepted as the wealth rather than the 
measure only. Wealth, however, is far more than this. It has 
been pleasantly and accurately defined as follows : "Wealth con- 
sists of all useful or agreeable things that possess exchangeable 
value." Apply this definition to any object and it will accurately 
determine for you whether or not there is in that object the at- 
tributes of wealth. No other test is necessary and the degree or 
amount of the element of wealth is decided absolutely by its ex- 
changeability and the demand for it. 

The production, distribution and nature of wealth, its develop- 
ment and increase — the forces that accomplish these things are 
business. Business, as we use the word, embraces and includes 
all these things. If we are to be successful in business we must 
so conduct our affairs as to take advantage of the conditions that 
confront us and develop them that they may further those 
projects in which we are most interested. 

BARTER, EXCHANGE, MONEY 

At its earliest inception business was purely a barter proposi- 
tion. One man had what another wanted and a trade was ef- 
fected. This is the underlying basic principle of business to-day. 
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Some men have what others want and trades are made. In the 
first instance where the trade was a direct exchange the first man 
had to have what the second man wanted and the second man 
had to have what the first man wanted. This created what 
economists call the double necessity of wants which in primitive 
society was not such a great drawback, as the wants were simple, 
fairly uniform and of a very limited variety. But as society be- 
came more complex, more widely developed and with a very 
much greater range of wants this kind of exchange became bur- 
densome, so substitutes for direct barter were devised and de- 
veloped. 

The first was money. It was not in the form of modern money 
at the start, but was some standard of measure, an article always 
desirable and readily divisible into units of varying degrees of 
value. Cattle were one of the first forms of money. The Scrip- 
tures and profane historical writings are full of references to 
payments made in cattle, sheep, etc. These were later used to 
retrade for other commodities. By a perfectly natural method of 
evolution money has developed into the forms we now know, 
with gold as the basis or standard. Convenience both in hand- 
ling and the ability to store greater value in less bulk have caused 
this development. 

CREDIT 

But even this less bulky and more valuable metallic money 
became burdensome, and a more scientific instrument was devel- 
oped to take its place in greater or less degree, and this is credit. 
It is to the study of this last economic force that we are going to 
devote our time. Credit is only one force, taken from a multitude, 
that effects the exchange of commodities, and its use is beset with 
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all the dangers that surround business. The bartering of the 
ancients accomplished the trade and the payment at one and the 
same time. The double necessity of wants tended to this. But 
in the modern world the product passes through many hands 
before it ultimately reaches him who wants it for consumption, 
and, while the old barter laws of want or demand, heaving or 
supply still govern value, the maker or producer parts with his 
product long before it reaches the hand of the consumer. The 
interval between is an ever-widening one, and the machinery is 
more and more complex, so that perhaps the most difficult part 
of the system to understand and at the same time the most nec- 
essary to our modem world, is credit. 

Credit has been variously defined. The dictionary says "sale 
on trust." Henry Dunning McLeod says of credit: "Credit is 
the present right to a future payment." William Stanley Jevons, 
an English economist, says : "Credit is found to be nothing but 
the deferring of a payment." Professor Richard T. Ely defines 
credit as "A transfer of goods for a promised equivalent." Pro- 
fessor C. J. Bullock states, "Credit may be defined as the power 
to secure commodities or services at the present time in return 
for some equivalent promised at a future time." 

There are several main points that are present in each of these 
definitions. First, that there must be an exchange of goods, 
wealth or service for which no actual final payment was made at 
the time of that exchange. Second, there must be an expectation 
of future payment based on a promise of the buyer to make such 
payment. Third, there must be confidence on the part of the 
seller that the promise of the buyer to effect a final settlement is 
certain of fulfilment. There should be a fourth element present 
where we are considering this subject from the angle of com- 
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mercial use; that is, there should be some expression of the 
medium in which, or the measure by which the future payment is 
to be gauged. Taking all these points into consideration and 
using the dollar as our accepted measure of value for the proper 
fourth element, the following seems to be a good definition for 
our purpose : Credit is the power to secure the present transfer of 
wealth, measured in dollars or other monetary standard, by a 
promise to pay at a future time, based on the confidence of the 
seller in the ability and willingness of the buyer to meet his obli- 
gations. 

IS CREDIT A POWER OR AN EXECUTED ACT 

There is a very decided difference of opinion as to whether 
credit is a power or a fact. Some very able men claim that credit 
only exists after having been used. That is to say the transfer 
of goods must have been made before credit exists. Others be- 
lieve that credit is a potential power to secure goods upon the 
conditional promise. If the opinion of the first group is correct, 
then there is a little difference between credit and debt. It seems 
more narrow and less forceful than the interpretation that credit 
is something vital, potential, a power and not a dead transaction 
awaiting only the burial. From the banking standpoint there 
can be little argument but that credit is a power. In its larger 
uses, the best firms or individuals arrange for a credit line, or a 
line of credit, with their bankers. This means that under certain 
agreements and with certain restrictions the borrower is assured 
that he may at any time borrow up to the amount of the line 
agreed upon, and certainly credit in this instance is a power 
which does exist prior to the actual use of the line granted. The 
extent of a man's credit is not measured by what he has used. 
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but by the amount he is able to use. The full measure of credit 
is the greatest amount that may be purchased at any time with 
promises of future payment. This maximum may or may not 
be in use. That part which has been used is surely debt and 
that which has not been used is still a potential power for further 
purchases. 

Modern business is transacted in this country almost entirely 
by instruments based on credit and depending upon the credit 
judgment of commercial and bank credit men for the soundness 
of these instruments. The system i? intricate in the extreme and 
the space afforded here can not begin to cover the various phases 
of credit in all its ramifications. It can only touch upon a few of 
the high spots to bring the matter out in relief or suggestive form 
so that the student may perhaps have his desire stimulated to 
dig deeper into that most interesting subject, credit. 

BANKS- THE MANUFACTURERS OF CREDIT 

The place occupied by banks in the credit scheme is distinctly 
peculiar. They are in fact manufacturers and jobbers of credit. 
Unlike their commercial brothers, they have no merchandise 
wares which they sell for cash or on credit terms. They have 
only one main staple article for sale and that is credit itself. The 
demand for this commodity is dependent upon the activity of 
business, and at the same time the activity of business is the 
source of the supply. Credit is an endless circle when viewed 
from the bank man's standpoint. In every stage of development 
from the production of the raw material until the time it reaches 
the ultimate consumer there are a series of endless circles whose 
perimeters touch first one banking office and then another. Here 
they are loans, there they create deposits and in the end one oper- 



CREDIT ECONOMICS; WORD DEFINITIONS 7 

ation washes another, one credit wipes out another, and one de- 
posit goes to build up another. 

It may be interesting and illuminating to take as an example a 
single commodity and trace it through its most important stages. 
A man with a few thousand dollars and some land starts as a 
farmer and plants a crop of com. He owns his land free and 
clear and has enough cash to carry him through the planting 
season up to the harvest. First he may deposit his cash in a bank 
to buy his seed corn — he draws checks against his account, and 
continues to draw until the harvest time. Harvest time finds him 
short of money to pay the harvest hands. He goes to his bank 
and demonstrates to the loaning officer that he is good for a cer- 
tain amount of credit. He gives his note and secures a credit 
against which he can continue to draw so as to pay for the ex- 
pense of harvesting. Then he sells his corn to the country ele- 
vator. The elevator company has not enough funds to pay for 
all the com they wish to buy. After the first few carload lots are 
purchased the elevator company sells to the grain dealer in the 
central city. The corn is loaded, consigned to the city purchaser 
and the railroad company issues a bill of lading. The country 
elevator man goes to his banker and by drawing a draft against 
the purchaser of the corn and attaching the bill of lading and dis- 
counting the draft with his banker is put in funds to buy more 
com. He repeats the operation many times. These drafts are 
forwarded to the city in which the purchaser is located. The 
purchaser takes up what he can with his own money and then 
arranges to have the bank with which he does business extend 
him credit based on the com represented by these bills of lading. 
The bank of the original grower has been paid by the farmer 
when he received payment from the country elevator. The coun- 
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try elevator pays its bank when its drafts are paid by the city 
dealer and the city dealer pays his bank when he finally sells the 
com to the consumer. In all these operations very little cash 
figures ; possibly none at all. The banks have provided the credit 
which has taken the form of a credit to the checking account of 
the customer and the credit has been passed along and washed by 
transfer of ownership of the com and the issue and execution of 
checks and notes. 

BANKS THE ACCUMULATORS OF CREDIT 

Banks are the accumulators of credit through the receipt of 
deposits. The deposits so received are either transferred into 
liquid credit directly by the bank's machinery or are used as the 
basic reserve for the manufacture of credit. If a bank has to keep 
a ten per cent, reserve against deposits and, for argument's sake, 
is keeping exactly such a percentage, then for every ten thou- 
sand reserve funds the bank would be allowed to receive one hun- 
dred thousand deposits. Therefore a bank having received a 
ten thousand dollar deposit from some customer of funds that 
could be used as reserve would be in the position of being able to 
manufacture one hundred thousand additional deposits by ex- 
panding its credit machinery. This could be done by granting 
loans of one hundred thousand dollars, the results of which were 
credited to the borrower's checking account. As a practical mat- 
ter it is this principal of loans resulting in bank balances that binds 
the loans and deposits so closely and that in the past caused such 
strain and stress on the bankers and on credit machinery. 
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BANKS THE TRUSTEES OF CREDIT. PERCENTAGE OF LOSS 

This position of the loans being so closely connected with the 
deposits puts banks in a rather peculiar position in that the bulk 
of the funds they lend are in truth the funds of their depositors. 
The position is in reality akin to a position of trust. It is well 
to keep this in mind as a danger sign against being too liberal in 
making loans or too superficial in making credit investigation, as 
the loans are from funds held in trust and therefore worthy of 
careful handling. However, this condition should not make the 
credit man timorous. A certain amount of loss is bound to occur, 
except in an air-tight policy, and it is very difficult to make any 
policy air-tight enough to stop all loss. There is such a thing as a 
fair percentage loss, and if the bank falls much below such a fair 
percentage then it is either extremely fortunate, or, more probably, 
too conservative and losing good business through fear of "tak- 
ing it on," as the phrase goes. If a bank can operate on a one- 
fifth of one per cent, of its loan turnover as a loss it is safe. If 
this percentage be reduced to one-eighth of one per cent, it prob- 
ably has good credit management. If it falls to a one-tenth or 
a twelfth of one per cent, the bank is becoming conservative, and 
if it gets much below this it is a pretty certain thing that the 
bank is losing good business by being afraid to take a fair bank- 
ing risk. A normal risk will be accompanied by a normal loss. 
Therefore if the loss is far above or below normal the risks taken 
have tended to be too great or too narrow. 

The grain loans referred to differ in security, if not in eco- 
nomic effect, from the ordinary commercial loan in that there 
was security back of the loan at all times. Not the general credit 
of the borrower, but the actual grain itself having at all times a 
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known market. In the case of commercial loans this condition 
does not exist and it is more with this class of loan that the 
credit man of a bank is directly interested. Loans in which he 
is most deeply interested are the non-collateral loans based en- 
tirely on credit and business performance. However, in any case 
the circle between credit and deposit works in the same manner, 
and when a loan is unusual the credit study becomes more acute, 
more difficult and more interesting. 

BANKS NOT PARTNERS 

In making a straight loan the bank man must realize and im- 
press upon the borrower the fact that the bank in no way ex- 
pects or intends to become a partner in the business. In this kind 
of loan the function of a bank is clear and distinct. There is no 
doubt as to just what a bank is supposed to do when it is engaged 
in commercial business. The only mistake is that too often the 
borrower does not understand the proper use of his credit line 
and gets into bad business practice. This is so often the case 
that it is worthy of comment, and perhaps a full economic under- 
standing by the bank man himself may put him in a proper posi- 
tion so that he will feel stronger in making his side of the story 
perfectly plain at the very start. 

PEAKS OF BORROWING 

In either a manufacturing plant or a jobbing house there is 
nearly always a seasonal condition of the inventory or the re- 
ceivables. By this is meant a time when the house stocks up in 
inventory either raw material to be manufactured and sold or a 
stock of merchandise to be jobbed. There is a peak load in inven- 
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tory running maybe for several months before the selling activity 
reduces it to a normal or sold-out state. It requires a greater 
amount of investment to carry this inventory over this period 
than the funds of the company are capable of handling. To meet 
this condition a large quantity of goods is sold with the option 
of paying for them in sixty or ninety days under the supposition 
that a certain amount of selling will have resulted in sufficient 
liquidation from the goods to permit of payment. These long 
terms are almost always accompanied by a proposition allowing 
a discount for cash payment within a comparatively short time. 
The wise man in good credit standing arranges for a credit line 
with his bank to enable him to secure funds with which to pay 
his debtor on the cash basis so that he may get the full advantage 
of this discount. He in turn should then so arrange his business 
that he will use the proceeds of the sale of the goods to reduce his 
bank loan, paying out when the inventory has been worked down 
again. 

From another angle a manufacturer may justly and with 
proper economic foresight use his bank credit to secure a proper 
amount of raw material, pay manufacturing costs and merchan- 
dise the completed product. This is a proper use of bank credit. 
But the operation should run in cycles and there should be ex- 
pansion and contraction, not just expansion nor even steady 
borrowing. 

LIQUIDITY OF CREDIT ESSENTIAL TO GOOD BANKING 

Bank credit is designed to be used only in a liquid manner and 
should not be used as a permanent partnership capital at any 
time. This latter is the affair of the stockholder or owner of the 
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business and permanent capital should be the result of invest- 
ment or earnings. 

There should be a minimum and maximum of need to carry 
merchandise, or perhaps accounts, and the difference between 
these is the real field of the bank loan. From the minimum down 
the carrying should be a matter of investment and not commer- 
cial borrowings. One of the greatest causes for financial stress 
and the trials and tribulations accompanying commercial panics 
is, beyond question, the transforming of comrriercial credit that 
should be liquid and liquidating into a semi-moribund form of 
capital or non-liquid credit extensions. 

The thought of keeping credit at all times in a truly liquid state 
should always be foremost in the minds of bank men in par- 
ticular, as it is through the instrumentality of banks and bank 
loans that this fluid force is moved from industry to industry as 
the demands of commerce shift and change. The best proof of 
liquidness is occasional liquidation. 



CHAPTER II 

Bank Credit Department Functions 

The function of a bank credit department is not as simple as 
some may at first suppose. It has a much wider scope than 
merely preventing loss through the failures of certain names that 
may be owing the bank money. Of course these departments are 
primarily intended to investigate carefully all applications for 
credit with the idea of throwing out or rejecting those unworthy 
of support and credit extension. But there is a field beyond the 
mere rejection of loans, and that bank credit man is not always 
the best who, at the end of the year, can point with pride to his 
loss record and say we have had less loss than ever before. It is 
not such a difficult thing to become a human negation, saying no 
at every turn of the wheel. The really valuable credit man must 
have vision. He must be able to see the dangers, estimate the 
risk and have enough courage to steer a course on the outside 
stormy seas as well as in the land-locked harbor. It is far easier 
to cry "Wolf, Wolf," and run to cover than it is to stand at the 
front line taking the knocks for some struggling, striving pro- 
ducer, who, left alone, would go down carrying ruin to himself 
and loss to others with him. It is the man who, with the courage 
of his true convictions, takes a decided stand for real develop- 
ment and pockets his losses that makes a real credit man. It takes 
backbone and some mental and moral fiber to be a developer, 
to make a credit man. With nothing but "NO" from bank credit 

13 
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men there would be little development in business, and as a class 
there is none other that has a greater task or a more wonderful 
opportunity for big things than bank credit men. 

QUALITY^ NOT SIZK, THE MEASURE OF GOODNESS 

The true function of a bank credit department is to investigate 
minutely all requests for loans, assemble all possible data and 
make such an analysis of conditions that the fair banking risk 
may be assumed by that bank of which the credit department is a 
component part. No matter should be too small to investigate, 
no case so big as to allow its mere bulk to overawe and secure 
accommodation to which it is not entitled. It happens far too 
often that loans are made to large interests just because they are 
large and because the credit man may be intimidated by mere size. 
It happens quite as often that small loans are turned down because 
they appear insignificant and their Liliputian size alone gets them 
a negative answer. 

The bank man should never lose track of the fact that all 
capital, all wealth of every kind is economically the certain result 
of saving. At its inception all wealth was small and many of the 
largest industries of to-day are the outgrowth of very small be- 
ginnings. All cases, both large and small, should be considered 
on their merits and if things are reduced to a relation or per- 
centage basis, the small risk may often show up more advan- 
tageously than the big one that takes so much more space in the 
sun. Therefore it would seem that the truest and first function 
of a credit department is fearless, impartial investigation and 
decision. 
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PROPER PRESENTATION OF ESSENTIALS TO DISCOUNT COMMITTEE 

The second function is a proper presentation of the case to the 
discount committee, or such other part of the bank organization 
as exercises the decision of making or rejecting loans. To do 
this in a right manner means a proper keeping of records indi- 
cating the history of the account in the bank, the use of all 
the sources of credit information at the disposal of a bank credit 
man and an analysis of the information received so that it may be 
condensed and appear before the loaning ofRcers, or discount 
committee, in as short a form as is consistent with a complete 
assembling of all essential information. 

WHEN SHOULD CREDIT INVESTIGATIONS BEGIN 

While some credit men and executives do not agree, the fact 
seems, to the writer, to be patent that the prqper time to start 
a credit investigation is at the moment any account is opened. 
There are of course a large number of accounts that are accom- 
modation accounts, such as those of the families of ofificers of 
large corporations, friends of depositors carrying large accounts 
and a great mass of people who wish to avail themselves of the 
advantages of paying bills by check, etc. Among these there are 
many that will never be borrowers in the strict sense of the word. 
That is, they may never offer a note for discount or ask that 
kind of credit accommodation. It may seem idle or useless to 
keep any record of these accounts in the credit department. The 
occasion often arises, however, when such an account may 
through error or otherwise issue checks in excess of its balance 
and create an overdraft. The question then arises as to whether 
or not such a check should be paid, allowing the overdraft; or 
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whether it should be thrown out for "not sufficient funds." Its re- 
lation to other accounts then plays a most important part in the 
decision and this should certainly be a matter of record some- 
where, and the proper place is in the credit department. 

Another matter that enters very largely into the payment of a 
small overdraft check is the normal condition of the account, 
which is most surely shown in the average balance that the ac- 
count has displayed during its life in the bank. This is also a very 
important thing in connection with all accounts, as the average 
balance is the customer's contribution to the welfare of the bank 
and in a degree determines the consideration, at least, which his 
association with the bank is entitled to receive. 

The start then of credit records should be made at the inter- 
view that the officer opening the account has with the customer. 
It is a simple matter for that officer to ask a number of questions 
and to make a note of such general information as comes to his 
attention at this time. However, it is not enough for the officer 
to make inquiries and accumulate the information for himself 
only and then attempt to carry this information in his own mind. 
All credit information should be a matter of record for the use of 
all officers of the bank and should be properly tabulated and filed 
so as to be readily available. This should be part of the records 
of the credit department. 

The form and manner in which this information should be filed 
has been, and must necessarily be, largely a matter of choice in 
the different departments of the various banks. Most banks have 
adopted one of two or a combination of two methods : the use 
of a folder containing the whole information, the use of card files, 
or a combination of card file and folder. There is much to be 
said in favor of any one of these three methods. The writer him- 
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self believes in the combination plan, using the folder for the 
more bulky material and the card file for the less bulky or the 
digested matter. 

THE CREDIT FOLDER 

As the folder is to be the resting place of much credit infor- 
mation a discussion of its style should come first in our efforts 
to standardize or prepare for the proper handling of informa- 
tion. As a matter of expense it is wiser to accept as a size for 
the folder such dimensions as will fit into some standard filing 
device. The one most used is a vertical folder that will accom- 
modate the ordinary letterhead size sheet without folding. Many 
men use a folder capable of holding full legal size sheets, but this 
is more cumbersome to handle and in addition wastes much space 
because letters are usually on a standard sheet and most reports 
come on sheets of about the same size. It seems but a matter 
of good sound judgment to decide that any information that is 
worth filing at all is worth filing in such a manner that it will 
not become lost, and the best way to accomplish this is to have it 
attached to the folder. Some credit men have adopted the plan 
of having the information put on sheets that can be fastened 
on the margin. Others have it fastened on the top, others at the 
bottom. Some folders have elaborate indexes as part of their 
equipment. 

Another point to be considered is the subdivision idea. Too 
many subdivisions tend, in the writer's opinion, to make a file 
cumbersome and unwieldy. For himself he has adopted the file 
with two main divisions. One for information received direct 
from the customer and the other for information received from 
other sources. The attaching of .the information to the file is 
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accomplished by having two ears turned in at the bottom of the 
file, one on each side. 

Each ear at the bottom Being folded in and punched with two 
holes makes it possible to attach, by the ordinary brass spreader- 
pins to be found in any office supply store, all sheets or mem- 
oranda that the credit department wishes to keep. 

Another very good folder form has a central leaf to each side 
of which information may be easily attached by the same kind 
of spreader-pins. This may be more desirable as it makes possi- 
ble a larger division of types of information. It, however, is a 
much more costly file and the advantages gained may or may not 
warrant the expense as the needs of the department determine. 

In any case the method of attaching the information sheets hav- 
ing been decided upon the subsequent forms used by the depart- 
ment should be designed with this in mind. 

If we are to use the two-sided form of folder with attaching 
space at the bottom, the form on the opposite page is suggested 
as a serviceable sheet for collecting information when an account 
is opened, using ordinar}- letterhead size as mentioned, the cut 
here being reduced in size, for obvious reasons. 

This is at least a beginning and gives the credit man authentic 
information as to when an account was opened, how it came to 
the bank and what kind of an account it is supposed to be. It 
forms at least a starting point that will be helpful for future in- 
vestigations. 
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Name Date . . 

Address 

Occupation 

Other bank accounts 

Reason for opening this account, commefciai 
Will the account be §°XZwi„g 



Approximate balances $ 

Introduced by 

.Account accepted by 

References for possible credit investigations. 



Relation to other accounts 

General remarks 

O O 



A CREDIT RECORD CARD FOR NEW ACCOUNTS 

The writer has developed the idea a little further than this and 
uses a seven by nine and one- fourth card for this purpose that 
really serves two purposes. It collects the information obtained 
at the time the account is opened and also acts as a record of the 
average balances actually kept by the customer. This result is 
obtained by using both sides of the card, one for the opening iuT 
formation and the other for the average monthly balance record. 
A reduced facsimile of this card is shown on pages 21 and 22, 
indicating both back and front of card. 
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There are a good many adaptations of this average balance 
card, some in three by five, some five by eight and some six by 
nine sizes. For a card showing nothing but average balances, a 
three by five card is ample, and can carry an average balance 
record for eight or ten years. 

But a large proportion of the accounts of a bank have another 
relationship than that of depositor alone. The borrowing ac- 
count brings into existence a whole new set of relationships, a 
record of which is desirable for use by the credit department 
and loaning officers. The discount ledger, of course, reflects the 
borrowing record in detail and with complete accuracy. But the 
credit department can not have the discount ledgers contin- 
ually, nor is it convenient or good policy for a loaning officer 
to drag out the discount ledger whenever a borrowing customer 
comes in to talk over his loan. It is desirable to have a complete 
survey of the borrower's relation with the bank on as small a 
card, as condensed as possible and still giving the essential infor- 
mation over as long a period as may be practical. 

First of all we should determine what such a record should 
contain and then how this record may be best kept for ready use. 
We have mentioned the average balance and as this is what the 
customer does for the bank, we retain this as part of the record. 
This should be the average of the daily balances figured and 
registered for monthly periods. The bank loaning money to its 
customer is contributing to the success of his business and a 
record of the amounts loaned and the fluctuations in the loans 
should be a matter of credit department record. Inasmuch as 
the balances are figured on a monthly basis the loan record should 
be kept in parallel columns and so reduced to a monthly record. 
In order to measure accurately the fluctuations, the high and low 
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points in the loans for each month should be recorded. Loans are 
often of two kinds — direct and indirect, direct loans being the 
paper or notes of the borrower discounted and the indirect being 
the notes of his customers rediscounted by him with the bank, 
bearing his endorsement, and on which he is contingently liable. 
Therefore a record of both the direct and indirect loans should 
be kept because in both instances the customer is getting accom- 
modation from the bank by the extension of credit and the varia- 
tion and scope of this accommodation should at all times be in- 
stantly available for the loaning officers. These two records 
will disclose what the bank and the customer do for each other. 

A CREDIT RECORD CARD FOR THE BORROWER 

But a mere history of the account as to what has been done is 
not enough. There should be some indication on the record as 
to why loans were granted or on what they are based. This in- 
volves some sort of a memorandum taken from the statement (a 
full discussion of which comes at another point), perhaps a rec- 
ord of collateral pledged and certainly a memorandum of guar- 
anty on file or endorsement. There should also be a memoran- 
dum of the kind of business the subject name is engaged in, and 
if a corporation, some record of who the people responsible for 
its running may be. The record should also show whether or 
not the subject has an established line of credit held open for its 
use. It may also be interesting to note whether there is a ten- 
dency to overdraw or whether or not insufficient funds have made 
it desirable to return checks . unpaid. The promptness with 
which a company takes care of its notes or whether it allows 
them to run past due is also an interesting and valuable thing to 
have at hand when talking to a borrower about an account. 
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Many banks keep all this information in various kinds of rec- 
ords, books, cards, sheets, folders, etc. The form on pages 25 and 
26 makes it possible for the credit manager, or loaning officer to 
have all this information and sign-posts immediately available 
and in accurate but inconspicuous form whenever he may be 
talking to a borrower. The record shown runs for three years 
on one side of a card and the back holds a further three years. 
The card is ruled so that it is turned over on a horizontal axis 
when looking on the reverse side. This is technically known as 
a tumble card and for the writer it has proved easier and more 
convenient to handle than a card where the top is the same on 
both sides. It has the added advantage of giving a new top edge 
for fingering after three years' use, which in cards that are fre- 
quently used is a decided advantage. 

An explanation of this card is given here by references to the 
letters marked on the card. 

A — The name of the individual, firm or corporation. 

B — The kind of business engaged in. 

C — The business address of the subject, sometimes supplemented 
by the telephone number if the business is such that tele- 
phone calls are frequent. 

D — The president's full name. 

E — The vice-president's full name. 

F — The secretary's full name. 

G — The treasurer's full name. 

H — The yearly average balances for the four years previous to 
the record carried on the card itself. 

I — The date on which a statement was requested. 

J — The date on which the statement was received. This is not 
the date of the statement itself, but the day on which the 
bank received it. Over a number of years this indicates 
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the average time that elapses between i-equest for and re- 
ceipt of a statement. It helps to know this when talking 
to a customer and trying to hurry along a statement a 
little. 

K — Sometimes it is better policy to have some officer ask for a 
statement and to hold up the more formal request from 
the credit department. The date this decision was made 
and the initials of the officer who is to handle the case are 
then entered on the card in this space. It then becomes 
the duty of the officer to get the statement and the credit 
department is relieved of the responsibility. 

L — The amount of the limit of credit, or the credit line, is entered 
at this point together with the date the line was made and 
whether or not it is straight, endorsed, guaranteed or 
against collateral, or to cover all types in total. 

M — The year covering the statistics up to the double heavy rule 
to the right is entered here. The dates of the statements 
are also entered in this space over the columns in which 
the figures are put. 

N — In this space a notation of the net worth is made. This is 
taken from the statements rendered to the bank by the 
customer, or in some instances from an agency report. 
When taken from an agency report the figures are written 
down in green ink to keep this fact before the minds of 
the loaning officers. 

O — The total debt of the subject is entered in this space. It in- 
cludes all liabilities, both liquid and funded. 

P — The margin between the current assets and current liabilities 
is entered in this space. The full explanation of these 
three items, their derivation and importance will be 
brought out in a chapter on statement analysis at a later 
point in this book. In these and all other entries on this 
card the cents are omitted as not significant. 
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Q — In this space is entered the highest point reached by the di- 
rect loan for the month. 

R — This space is used to indicate the lowest point reached by 
the direct loan for the month. 

S — Here is entered the highest point reached by the indirect loan. 
These are sometimes called rediscounts by customers. 

T — The lowest point reached in the month by the indirect loan 
is entered in this space. 

U — It sometimes happens that a city bank sells some of the notes 
from its discount ledgers to country correspondents. Once 
a month the amount of any name so sold is recorded in 
this space in green. As these notes are of course sold 
without recourse there is no legal liability but there is a 
moral responsibility, and it has often been deemed wise 
to have some indication of these activities recorded on the 
ready reference files of the credit department. 

V — At times the maker of a note does not appear at the bank on 
the day of the maturity of the note and the note runs past 
due. The space here reserved is used to indicate the num- 
ber of times this happens and is shown by a little green 
check mark. A goodly number of such marks against any 
name show pretty clearly habits of carelessness that react 
very decidedly against any one's credit standing. 

W — On the line in this space is entered the average monthly bal- 
ance of the account. 

X — This whole column is used for memoranda of endorsers, 
guaranty bonds showing amounts, expiration dates and 
names of guarantors. In ordinary cases the collateral on 
collateral loans is also entered in this space. 

Y — The average balance for the year is figured and entered in 
this space. 

Z — It sometimes happens that an account is so run that balances 
are not sufficient to pay checks. Every day that this hap- 
pens a little red mark is entered in the average bal- 
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ance space near the top. This happens more often on the 
accounts that are not borrowing accounts and is entered 
in the same general location on such cards. 

With a record like this before him any officer has at hand, in 
condensed form, most of the essential points of contact between 
the customer and the bank and is in a position to transact busi- 
ness quickly and without much display of lack of confidence. A 
great many banks have all of this information on a number of 
cards, sheets, or in folders, but the compactness of this record 
is what makes for its greatest effectiveness. Banks that do 
not care for such a card can adopt parts of it and complete their 
records in the manner that will best suit their needs. 

These cards are also useful for a quick review of loans by a 
discount committee or board of directors. The more detailed 
information needed and the types of analysis used, such as com- 
parative analysis sheets, etc., will be discussed in succeeding 
chapters. 



CHAPTER III 
Sources of Credit Information 

The securing of credit information of a reliable nature is of 
course one of the most important functions of the bank credit 
man. The sources from which a credit man draws his informa- 
tion are dual. The first is that which comes from the borrower — 
internal; and the second is comprised of all kinds of information 
derived from outside sources — external. Even though intention- 
ally honest the first of these sources is subject to a bit of optimism 
that must be counterbalanced by keen analysis and judgment on 
the part of the credit man. 

THE property STATEMENT 

The first and basic bit of information that the bank credit man 
wants from his customer is a signed property statement. Only a 
few years ago the majority of borrowers became highly indignant 
if asked for a statement of their affairs. This was a tempera- 
mental relic from the time the bank's cashier and each one of its 
customers were first-name friends and the credit department was 
contained in the cranium of the cashier, to live and die with him 
for the most part. But in the present it is more nearly the rule 
that all companies willingly give their statements to their bankers. 
In fact, we have about progressed into the second stage in which 
the banks will almost universally receive statements from their 
customers based upon an independent audit by a firm of char- 
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tered accountants. It is so general a custom now that there is 
little or no difficulty in getting statements. It becomes more a 
matter of routine process resolving itself into the problem of re- 
membering when to ask for a statement and the writing of a 
courteous letter. The wise borrower no longer attempts to as- 
sume a haughtier-than-thou attitude but is eager to place at the 
disposal of the bank all information that is essential. He does 
this because the function of service has come to be recognized 
in banking circles. The bank credit man who is awake to-day 
and realizes that he is a producer and not a destroyer prepares 
his files and records so that he can be of real assistance to the 
borrower by putting him in touch with valuable information re- 
garding his business. This service side has appealed to the bor- 
rower and he no longer goes to the banker as a sort of father 
confessor but rather as an advisory partner. 

As the credit statement is the subject-matter of a separate 
chapter, the further discussion of the form it should take and its 
analysis will be deferred except the remark that a proper analy- 
sis of a property statement is probably the first and best source 
of credit information. This is true except where the statement 
is false, and whenever that condition exists the credit man is 
treading in a quagmire and is pretty sure to come out with a loss. 
In this connection the credit man should walk with great care. 
If there has been fraud the dishonest debtor should be made to 
feel the full force of the law and should under no circumstances 
be forgiven or allowed to offer a compromise. This is no 
more than an ethical stand and the bank credit man, whose sole 
merchandise is credit based on confidence and truth, should be 
most insistent that confidence and truth be not violated. There 
have been banks that found themselves, among a host of creditT 
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ors, the only ones possessing absolute proof of dishonesty, and 
which have steadily refused to take one hundred cents on the dol- 
lar for themselves and surrender the proofs to the detriment, or, 
rather, preferment, over the other creditors. In the long run it is 
better to be known as a man or bank that takes a loss coura- 
geously, gives credit reasonably and demands honesty invariably. 

THE STATEMENT REQUEST 

Success in getting anything one wants from the person who 
has it, is largely a matter of diplomacy. The request for a state- 
ment which a bank sends out can be worded so as to arouse a 
spirit of antagonism in the borrower, and it can be so worded as 
to place him in a reasonable frame of mind and willing to co- 
operate quickly and gladly. There is some difference of opinion 
as to whether the request for a statement should be on a printed 
form or a special, fully written letter; whether it should be actu- 
ally signed or whether a specimen or rubber stamp signature will 
do. If the idea is to get the statement with the least friction and 
the greatest cordiality, then the closest personal form of letter is 
surely the best and there can be little doubt but that this is the 
straight letter, fully typewritten, not printed or multigraphed, 
and signed manually by the credit man or an officer. When a 
customer is giving the bank the full details of his business it is 
surely not too much for the bank to treat the matter as of some 
importance and send a real letter without the earmarks of routine. 
Friendliness always begets friendliness and the personal touch 
helps. As a matter of suggestion the following letters are offered 
as good examples of letters that have been and are to-day in use 
by some progressive banks. Only the body of these letters is sup- 
plied. 
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Dear Sir: 

The custom On the part of the banks to ask an- 
nually for a confidential statement from customers, 
is, we believe, conducive to the best interests of all 
concerned. 

Will you, therefore, kindly fill out the enclosed 
blank, giving special attention to the questions at 
the foot of the page, and return it to us as soon as 
possible ? It is important also that the statement be 
signed by some one in authority. 

Thanking you for complying with our request. 
Yours very truly, 

Cashier. 
Dear Sir: 

In the revision of our credit files, we observe 
the last statement we have from you is over a year 
old and, that our records may be more complete, 
may we ask that you furnish us with figures of a 
more recent date? 

^We enclose herewith one of our blank forms 
and would appreciate your using it, filling out the 
same as completely as possible, inserting the words 
"No" or "None" where you have no other answer. 
This will facilitate making our comparisons and it 
also conforms to the requirements of our finance 
committee. 

Thanking you for your courtesy in this matter, 
we are. Yours very truly, 

Manager Credit Department. 



Gentlemen : 

In looking over our files we notice we do not 
have a copy of your latest statement, and as we 
are anxious to keep our information up to date. 
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may we thank you to fill in the enclosed blank, 

showing your financial condition as of 

Thanking you in advance for your kindness in 
this matter, we are, Very truly yours. 

Credit Manager. 



Dear Sir: 

The last statement which we have of your com- 
pany is dated . It is of decided advan- 
tage to both your company and the bank that our 
files be kept up to date in every respect so that we 
may more fully serve you by being at all times 
well informed concerning the progress of your 
company. 

Will you kindly fill out the enclosed form, as 
of your last inventory date, and return it to us as 
soon as convenient? Very truly yours, 

Manager Credit Department. 



STATEMENTS AND THE FEDERAL RESERVE BANKS 

A new phase has come into the question of giving statements 
and that is the attitude of the Federal Reserve Banks. Redis- 
counting with them is limited to rediscounting notes that have 
been issued for commercial purposes, and to determine this the 
Federal Reserve Banks need statements. Taking advantage of 
this the writer has prepared a simple folder, explaining the atti- 
tude of the Federal Reserve Banks, which is enclosed in every 
statement request leaving his department. It has proved suc- 
cessful as it appeals to the borrower's natural desire to be classed 
with the choice or best risks. It has brought statements from 
delinquents and in several instances has brought the heads of 
business into the bank with their statements and a desire to ex- 
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RedKcounting 



The Federal Reserve Banking System started 
a new era in banking practice in this country. 
It has made it possible for banks to rediscount 
in an orderly and acceptable way, such notes 
as they rnay have which meet the requirements 
of the law and the regulations of The Federal 
Reserve Board, made under authority of the 
law. 

( Every merchant should be informed of the 
law and regulations covering rediscounts by 
banks so that he may put the paper of his com- 
pany in the class-e4igible= -for rediscount with 
the Federal Reserve Banks. As the system 
grows it is almost certain those names that are 
Tcnown to be eligible for rediscount will be 
■considered the prime names. 

The following quotation from the regula- 
tions of 1917, issued by the Federal Reserve 
Board describes the character of paper that is 
subject to rediscount by the Federal Reserve 
Bank: 

"The Federal Reserve Board, exercising its 
statutory right to define the character of a 
note, draft, or bill of exchange eligible for re- 
discount at a Federal Reserve Bank, has deter- 
mined that : 

(a) It must be a note, draft, or bill of ex- 
change the proceeds of which have been used 
or are to be used in producing, purchasing, 
carrying or marketing goods in one or more 
of the steps of the process of production, man- 
ufacture, or distribution. 

(b) It must not be a note, draft, or bill of 
exchange the proceeds of which have been 
used or are to be used for permanent or fixed 
investments of any kind, such as land, build- 
ings, or machinery. 

(c) It must not be a note, draft, or bill of 
exchange the proceeds of which have been 
used or are to be used for investments of a 
purely speculative character. 

(d) It may be secured by the pledge of 
goods or collateral, provided it is otherwise 
eligible." 

The Federal Reserve Bank of Chicago has 
ruled that all paper offered for rediscount, by 
its members, must be accompanied by a state- 
ment of assets and liabilities if the amount of 
the note is in excess of $5,000. This informa- 
tion is treated in a most confidential manner, 
as The Federal Reserve Banks never under 

'any circumstances discuss credit information 
with any bank except the bank supplying the 
information. The following is the form used 
by the Federal Reserve Bank of Chicago in 
securing the information upon which they base 

.•their ijudgmeat as -to ;the;eligjbility of the note. 



CREDIT STATEMENT 



(To be attached to Each Note 
Offered for Rediscount.) 



Commercial or Industrial 



FEDERAL RESERVE BANK of Chicago: 

Name 

Address 

Business 

Date of last statement 

ASSETS : 

Cash on hand $ 

Bills and Accounts"! 

Receivable — good J $ 

Merchandise — good $ 

Real Estate and \ 

Buildings J $ 

Other Assets $ 

Total ,...$ 

LIABILITIES : 

Bills Payable $ 

Accounts Payable $ 

Mortgage or 1 

Bonded Debt J ....$ 

Other Liability $ 

Capital $ 

Surplus and Profits $ 

Total $ 

Contingent Liability $ 

Annual Business $ 

Profit Last Year $ 

Loss Last Year $ 

Purpose for which 

this loan was made 

Bank 

Cashier 
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plain personally some things they feel might be obscure. Inci- 
dentally the statement forms used by the writer carry at the head 
of the balance sheet the caption in red lettering, "This form of 
statement approved by the Federal Reserve Bank." This in itself 
helps the borrower to feel both the justice and the advantage of 
giving a statement. 

REMEMBERING TO ASK FOR STATEMENTS 

THE STATEMENT TICKLER 

It being a fixed policy then to request statements at regular 
periods, it becomes a necessity to have available a tickler system 
of some kind. The following card, in three by five size, is a com- 
posite made up from and combining several forms that have come 
under the writer's observation. 





DATE WHEN REQUESTED 


1916 


1917 


1918 


1919 


1920 


1921 


1922 


1923 


1924 


1925 


1926 


1927 


























DATE OF STATEMENT 
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On top of this card the name of the company is entered, and 
the address, sometimes the name of the individual officer to 
whom the statement is to be forwarded. In the year column 
under the heading is entered the date on which a request is mailed. 
The card is then filed in an alphabetical file under the caption 
"Statements asked for but not yet received." At regular inter- 
vals the credit manager looks over these cards and sends a second 
or third, and generally terser, request for desired information. 
If, after several requests at reasonable intervals, no statement is 
forthcoming, the next maturity date is noted and a notice may be 
sent asking for the payment of the loan or a reason why no state- 
ment has been sent. This leads generally to an interesting inter- 
view. When a statement is received its date, not the receipt date, 
is entered on the card under the heading "Date of statement" and 
the card is filed in a monthly index section under the caption 
"Statements Received." Cards for statements due in months yet 
to come are filed in a monthly index section under the caption 
"Statements not yet due.". The first of each month the cards for 
that month are reviewed and disposition of them is made, requests 
being sent or held for a time as is decided best and wisest in each 
instance. When the date of a statement has been put on a tickler 
card this matter is checked by the clerk, who has handled the 
transaction, initialing the statement itself on the upper left-hand 
corner, and no statement is analyzed until so initialed. This 
makes the record complete and reduces mistakes to a minimum 
and places responsibility where it belongs. 

THE PERSONAL CREDIT INTERVIEW 

Next in importance to the statement is the personal interview. 
There are many people who hesitate to fill out questions on a 
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printed form who will talk freely in an interview and give a great 
mass of detailed information that can be secured in no other way. 
In this connection a questionnaire or printed memoranda pad may 
be very convenient to take down such information as applies to 
new loans. This formal memorandum is the subject-matter of a 
discussion in the chapter on the discount committee and sugges- 
tions concerning its use will be found there. 

Another and very important source of information is the plant 
of the company itself. An actual visit to the plant will make the 
statement much more understandable and the explanations given 
in an interview much more valuable. Whenever it is possible a 
visit to the plant or place of business is very much to be desired. 
The personal impartial examination often eliminates a great deal 
of the optimism that the personal ideas of the managers of the 
business inject into their remarks or statements. 

With the statement, the interview and the visit to the plant, 
the credit man has about all of the information that he 
can get direct from the management itself. After securing and 
assimilating the internal information on any specific risk the 
credit man should extend his investigation into the external 
sources where he often gets the most suggestive information — 
the other man's idea. 

COMMERCIAL AGENCIES 

The most-used and most highly-developed outside source of in- 
formation is the commercial agency. In brief there are three gen- 
eral agencies : the national agency reporting on all kinds of busi- 
ness, the national agency limiting its service to one line or kindred 
lines of trade and the local agency covering more often indi- 
viduals. 
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Of the national general type R. G. Dun & Company and 
Bradstreet's are the most generally used and the best established. 
Other agencies have sprung into existence attempting work on 
a national scope and reporting all lines of industry. These two, 
however, have the advantage of having started when our indus- 
trial life was not as complex as it is now and have grown in ex- 
perience and scope as industries themselves have grown. It is not 
impossible that another great reporting agency may develop, but 
to date these two may be held in a class by themselves. 

The service of these agencies begins with the issuance of a 
book that lists active business concerns according to their capital 
rating, or on the net worth basis, and also classifies them accord- 
ing to their manner of meeting payments. These books are re- 
vised four times a year and are no doubt of service to manufac- 
turing companies and jobbers. Their ratings, however, are, of 
course, based on statements received from the companies rated, 
of which the bank has, or should have, copies in their own files, 
when interested in a credit way in any particular name. The 
rating books are also more or less obsolete by the time they reach 
the banker's desk simply because of the length of time necessary 
to revise and print them. However, they form some sort of a 
starting point on a new name and can be used to a certain degree 
as a check against the credit man's judgment. This is so because 
the agency supposedly depreciates values and takes a conserv- 
ative stand. 

The special reports, however, that these agencies issue contain 
much of value. They usually have a pretty fair antecedent his- 
tory of the company and some word about the ability and integ- 
rity of the management. It surely is valuable to have the past 
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history of a company and especially the past histories of its exec- 
utives. This is one of the main things the special reports get for 
the credit man. 

Another thing these reports do is to supply a number of trade 
opinions. Sometimes these lead to very interesting information, 
but in many instances they are too much colored by the borrower 
himself. As a matter of routine the trade reporter asks the sub- 
ject for trade references and naturally enough the subject al- 
ways refers to such houses as he has been prompt with, forget- 
ting to mention any with whom he may have been slow or had 
trouble. For this reason trade references must be read with a 
grain of caution, and if any source of buying that would seem 
logical has not been mentioned the credit man himself should 
inquire and perhaps unearth the slow record. 

Both agencies supply inquiry tickets, which should be carefully 
filled out, and if there is any special feature the credit man wants 
covered it is well to make a note of it on the inquiry ticket. It is 
also well to make these tickets in duplicate, retaining one. The 
duplicate should be so filed that it will come to the credit man's 
attention in a reasonably short time, and if the report has not 
been received a second request or a delinquent ticket can be sent 
to the agency. A good way is to file these duplicates in an alpha- 
betical file and make it a point to look over them all on some cer- 
tain morning each week. The following forms show the tickets 
used by both the main agencies and a delinquent report form 
used by the writer to stimulate the activity of the agency. This 
delinquent ticket should be sent to the branch manager direct, ad- 
dressed to his name, and printed on some distinctly colored paper 
that will be noticed. 
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SUBSCRIBERS TICKET 



The Mercantile Agency, 

R. G. Dun & Co. 

Giv6 UB In confidence, and for our exclusive use and benefit in our 
business, vtz.: that of aiding ub to determine the propriety of giving credit* 
information respecting the Btandinfi, responsibility, etc. of 

Name, , 

Business, 

Street & No. 

Town, 

County, 

State, _ - - 



Subscriber. 

i^*SubscriberB to Bi£n the above theoiBelveB. 

Detroit, Mich., 191..:.. No 



It costs nothing but a little cordiality, a kindly word and the 
time to talk, to get one of the reporters from these agencies to 
drop in once in a while and tell you what he knows. In their 
trips about the city they pick up a deal of general information 
that, fitted together by a credit man, often leads to important dis- 
coveries. It is a bad plan to be "too busy to talk this morning," 
for the reporter's friend often gets the news first. 

The special agencies operating along trade lines transact their 
business in much the same manner as do the general agencies. 

Local agencies reporting on the pay habits of individuals are 
a very important source of information. It is often a good thing 
to see what manner of man may be running a business. If he is 
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habitually slow personally these agencies will pick up this infor- 
mation, and men of bad personal habits can not expect to be the 
best executives. These are, perhaps, straws, but they are im- 



Commercial Inquiry 

DELINQUENT TICKET 
On we called for report on 

This has not yet been received by us and 
we would ask when a report on this 
name may be expected. 

Rational Rank of f. ommcrce 

OF DETROIT 



Nanr-^ 

Address 

Business 

Requested 

Bradstreet Dun Interchange Com'I. Cr. 

Bank 

City 

This request for credit information is from 

The National Bank of Commerce of Detroit 
Kindly use due diligence so as to secure this information for us as 
soon as possible. 



For general agency inquiries. Folded at the serrated line it makes possible 
a carbon copy for the check-up to show whether a report has come in 
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portant straws and should be heeded, as should the reports of 
the larger agencies. 

THE INTERCHANGE BUREAUS 

A new agency which is advancing rapidly is the Interchange 
Bureau of the National Association of Credit Men. There are 
some seventy-odd of these bureaus operated by local branches of 
the National Association of Credit Men. Their one aim is to 
check on the method of pay by means of cooperative interchange. 
By a system of inquiry sheets and reply tickets the members of 
these bureaus give one another the benefit of their combined 
ledger experience. The member wishing to get the experience 
of the other m.embers fills out an inquiry ticket, giving his own ex- 
perience in advance. The form on page 47 shows the character 
of this ticket and the information given . 

The names coming from all members are assembled each morn- 
ing on a sheet and the complete sheet is sent to every member. 
See form, page 49. 

In addition to sending this sheet to every member, a copy is sent 
to the central interchange bureau, where a card record is kept 
showing all bureaus interested at any time in any name. By 
reference to this card index the central bureau can tell the local 
bureau where people selling the name under inquiry are located. 
This makes it possible to secure the experience of every member 
interested from any bureau. As there are over ten thousand 
members in this system it can readily be seen that a very great 
deal of information can be gathered in this manner. It has the 
advantage, too, of being information from people interested but 
not referred to, and its percentage of slow pay uncovered is ahead 
of the referred method by a substantial margin. 
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When the information is in it is put on to an assembly sheet 
and every one who has contributed to its compilation is supplied 
with a copy. On page 51 is a reply ticket for the individual inter- 
ested, and on page 53 a specimen of the assembly sheet : 

If the member is in a hurry, and so states, advance reports 
may be sent him supplemented at last by the complete report. 
This speeds up the information and gets more rapid action. 

Banks have another means of getting information that is not 
as readily available for commercial houses. This is in a manner 
like the interchange bureaus, only it comes from very direct clues 
and brings accurate, as well as speedy, returns. This is known as 
trade-checking the customer. 

TRADE-CHECKING THE CUSTOMER 

As the method of pay is a most interesting and instructive in- 
dication of the risk it behooves the bank credit man to apply this 
test at times. It is rather ineffective to ask the borrower for a list 
of references, because, as already stated, those given are the best. 
The bank credit man has an excellent method of getting ref- 
erences. It is an easy matter to have some one watch the check 
files and discover to whom any customer has been paying money. 
By making more or less regular inspections of the files a bank 
credit man can build up a fine list of references on any name he 
may wish to trade-check. This is not a special list to whom good 
payment has been made, but is a general list with a pretty good 
chance of shaking down the adverse opinion along with the good. 

There are two ways of using this list, one direct and the other 
indirect. In the first the bank sends a letter direct to each 
name on the list. In the second the bank asks some agency 
to trade-check the list for him, thus concealing the bank's iden- 
tity. The first method, while it may bring more direct returns 



SUBSCRIBER'S INQUIRY TICKET 



Date- 



No.. 




Interchange Bureau 

DETROIT ASSOCIATION OF CREDIT MEN 

1031 Dime Bank Building 

Telephone Main 4778 



Please seciire report on ; 



Name. 



Street No Business... 

Towa „ State 

Formerly at _ 

Also uses style. - -... 

Successor ta ._ 

OCR EXPERIENCES 
AMOUNTS IN DOLLARS ONLY 



1 If first order, give amount $ 3 How long sold 

3 Amount of unfilled orders $ 4 Highest credit within past year $.. 

( Open Account $ 



fOpen Account $. 



6 Past Due 
(Notes $ (Notes $.. 



MANNER OF PAYMENT AND COMMENTS 
Place X in front of answer 



D Discounts n C. O. D. or cash 

n When Due D Secured 

D *Slow. days D Makes unjust claims 

Q Settles by note D Unsatisfactory 

'On slow accounts, state number of days. 



D In attorney's hands 
D Collected by attorney 
D UncoHectible 
n Declined order 



NAMES OF HOUSES KNOWN TO BE INTERESTED 
Name Town 



Remarks.. 
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DAILY INQUIRY SHEET 

INTERCHANGE BUREAU 

DETROIT ASSOCIATION OF CREDIT MEN 

917*918 Dime Bank buildins. Main 477B 

When reporting on names listed below use the SUBSCRIBER'S REPLY TICKET ONLY. Fill in at top of form, the 
NUIOBER of NAME reported on and DATE of the LIST. 

CAUTION— Use great care in getting the NUMBER and DATE CORRECT, as this is our ONLY means of identiScatian. 
Give, in confidence, per rules of the Bureau, your experience With and indebtedness of Tarties- named below. 
Pleate examine this aheet and mailyoar cqmmentt on "name*" intemtej in, at once. 



JTOTE 5, 1918 



•58 W. W. BAKIIETT 

59 WM. BUBBSIEIB 

>60 SAM COHEH 

•61 COflSIEUCIIOM SERVICE CO. 

•68 EMEESOH Mffi". CO. 

•63 PIDI.ER BEOS. 

•64 MAEQUEITE PEIKTIHa CO. 

65 MICHI&AB CLO. CO. 

•66 M. B. O'COMMOE 

(SUCC. TO O'COHHOR BROS) 

67 SCHWARTZ & SCHUPAH 

•68 SPRIUGMAH PAEER PEODOOTS 

69 B. A. TIPPMAUN 

70 ISAAC WAX 



DETROIT 

323 BROOKLTK AVE. 

1458 MICHIGAN AVE. 

322 MICHIGAM AVE. 

62 MCGRAW ELSO 
110 MEMOHT PL, 
262 MEDBURY ATE. 

MASQUEITE BLSG. 
253 GRATIOT AVE. 
400 PEBOBSCOT BLSG. 

244 WOOMARD AVE. 
CO. 75 W. LABMED ST. 
2227 W. JEPFERSOM AVE. 
1483 UICHIGAH AVE. 



GROC. 

G.D. & MOT'S 

GROG. 

REAL ESTATE 

MACHIHISTS 

CODT. & MASON 

PRIIJTIBG 

PLB. & HTG 



PAPER PROD. 

JEWELER & WATCHMAKER 

D-.G. & KOT. 



m 



ISSEPEHDEBT PBEUMATIC 
(IHOE BUILBIMG) 



ILLINOIS 
TOOL CO. CHICAGO 



•PHEU. TOOLS 



72 EAT IBUIT CO. 



IBSIAHA 

£D£OUO 



FRUIT 



MICHIGAH 



73 U. J. LALOSBE 

•74 BATTLE CREEK ROOFING & MFG. 

75 ROLLA DEHART 

76 B. E. UERBILL 

77 SOL & LBVIH GITILTMAW 

78 SLWS & VEITIBG 



ALPEBA 
CO, BATTLE CREEK 
BUIIEENUI 
GRABT 
LAKEVIEff 
POBTIAC 



B. & S. 
ROOFING 

G£N. STORE 
GEN. STORE 
GROC. 



79 HARRY M. SLAUIER 

80 KEATING ELECTRIC CO. 

(3249 MONROE ST,) 



OHIO 



CLYDE 
TOLEDO 



CLOAKS & SUITS 
ELEC. 



'•SI LEE F. JONES 



PENNSYLVANIA 
ATHENS 



AUTO. 



SUBSCRIBER'S REPLY TICKET 



«_^^-> 



VIGILftNTIAI 



Interchange Bureau 

DETROIT ASSOCIATION OF CRBDIT MEN 

1031 Dime Bank Bnildimt 

Telephone Main 4778 



Name No. Inquiry Sheet dated.: 



1 If first order, give amount $ _ 2 How long sold . 



3 Amount of unfilled orders $. ^. 4 Highest credit within past year $.. 



(Open Account $... 
5 Owing < 

(Notes $... 



( Open Account $.. 
6 Past Due \ 

{ Notes $.. 



MANNER OF PAYMENT AND COMMENTS 
Place X in front of answer 



D Discounts 
D When Due 

D *Slow days 

n Settles by note 



n C. O. D. or cash 
n Secured 

Q Makes unjust claims 
D Unsatisfactory 



D In attorney's hands 
n Collected by attorney 
D Uncollectible 
n Declined order 



*On slow accounts, state number of days. 



Make comments below, either by using the number on the card of comments furnished 
by the Bureau, or your own expressions. 



Comments:. „ 

If a copy of tabulated leport is desired, check D 

Member. No.. 
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and perhaps more personal information, is open to criticism, for 
the customer may easily ascertain that the bank is checking him. 
By supplying the sources for checking to the interchange bureau 
and asking for a general checking, the identity of the bank is 
merged and at the same time the scope of the inquiry is enlarged 
by such additions as the interchange bureau may uncover from 
its own members. 

THE PRESS 

In addition to those already mentioned, there is one more po- 
tent source of information, and that is the press. This is not 
limited to the daily papers, although they have considerable wheat 
mixed up with their chaff. It includes all the printed matter 
dealing with business and business conditions. The morning 
paper has many sources of information and it is not difficult to 
run through it and pick out such items as may affect one's custo- 
mers. There are an endless number of bank magazines dealing 
with banking as a science and containing items of interest per- 
taining to business, and there are periodicals restricted to special 
lines of trade, so if a bank credit man has a large line of business 
under his inspection he can pretty easily find some section of the 
press that covers that particular business. 

GENERAL HEARSAY AND IMPRESSION 

And, above all, remember that we were given ears to hear. 
Idle bits of conversation on the street-cars, bits of gossip in the 
■clubs and the conversation of clients bring much to the surface 
that the active credit mind fits together into a pretty sound credit 
fabric. There is, of course, a great deal that must be discounted 
or thrown away, but there is a vast amount that can be learned. 
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Competitors in trade often know a great deal about one another, 
manufacturers can tell many things about jobbers and jobbers 
about retailers. To all of these things the credit man 
must keep an open ear. Some men have clipping books on dif- 
ferent topics. One very successful banker and business man of 
the writer's acquaintance is never without a note-book in which 
he jots down memoranda of things that he thinks may interest 
him in the future. His collection of these books is a fairly ac- 
curate history of his business, and not only does the reading of 
these notes help him to remember, but the mere act of transcrib- 
ing them fixes many things in his mind that in the future may 
prove helpful in making instant decisions. 



CHAPTER IV 
Statement Forms for Borrowers 

The securing of statements as a part of bank credit routine has 
become an accepted fact and only a small number of houses com- 
paratively are still able to bank on their record and ignore the just 
requests for real information. These few houses are largely un- 
der the control of business men of the older generations, and as 
these die off and the sons and grandsons take control we find 
an increasing spirit of American fair-mindedness, and as a result 
a better understanding between bank and business management. 
The failure to issue a statement is an indication, at least, of either 
old fogyism and possibly dry-rot or a wariness in giving figures 
that may disclose an unsound condition. The absence of any 
statement should be the first danger signal for the bank credit 
man. Sometimes it is justified because the officers or large stock- 
holders endorse or guarantee the loan. The claim is set forth 
that this makes the notes good because of the standing and re- 
sponsibility of the men themselves. But how is the credit man 
to judge any more accurately of this responsibility without indi- 
vidual statements than he could of the company's condition with- 
out a company statement? As a matter of fact, most men would 
prefer to give a company statement and eliminate personal state- 
ments, and for that reason company statements are easier to get 
and on the whole they are much more desirable. This is true for 
two reasons. First, because company statements are first-hand 
information, and secondly, because a large part of the individual 
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strength will probably lie in the investment in the company which 
can not be determined without a company statement. 

STATEMENTS OR COLLATERAL 

In the mind of the writer the only sound alternative for the 
issue of a statement is the providing of collateral of an ac- 
ceptable type. As suggested by the name, collateral loans rest 
upon the pledge of some security. The character of this should 
be such that its marketability is a known quality and for which 
there is a known market. Some collateral loans, so called, are 
really capital loans because of the fact there is no real market 
for the security. This is a condition that should be guarded 
against in all instances by the credit man unless policy demands 
short loans for the developing of good business. But as a general 
rule the market and the marketability establish the true value of 
the collateral. 

STATEMENTS AUDITED AND UNAUDITED 

Before taking up the statement itself there is one further point 
to be considered and that is the difiference between the direct 
statement of the company and the statement that has been pre- 
pared by the certified public accountant. While the direct state- 
ment may be issued with perfect honesty it is still subject to all 
the optimism of the management which has created the credits 
that go to make up the accounts and bills receivable, and it is no 
more than human that it should be difficult to charge these down 
to the bone and get absolutely basic values. This same condition 
maintains in the other features of the statement, such as inven- 
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tory, machinery, fixtures, etc. On the other hand the chartered 
accountant is not influenced by any of this personal element and 
sets up reserves or makes depreciations, without bias, designed to 
bring values down to a true level, and presents a statement that is 
made up on impartial judgment. 

While the audited statement eliminates much of the optimism 
from receivables and usually arranges for an adequate deprecia- 
tion of plant, one other feature is often not properly cared for. 
This is inventory. Many times it will be found that the auditors 
have taken the inventory as supplied by the management, and if 
this is the case there is still a long chance of there being old mer- 
chandise on hand at a value in excess of the real present value. 
This may or may not be with intent to defraud, because too 
many merchants hope to realize even on old stuff, or can not 
quite bring themselves to the point where they charge off. It 
is just another of the optimistic points that must be watched. 

TYPICAL STATEMENT FORMS IN USE 

Banks, as a rule, do, and as a matter of good analysis should, 
provide a form of statement for their customers to fill out. There 
is a very sound reason for this. By supplying forms year after 
year the bank will bring about a more nearly uniform and there- 
fore more readily analyzed set of figures. Individual firms may 
make radical changes in their books and if left to their own de- 
vices each statement can easily be presented in such a varying 
form that true comparison and analysis is hampered. There 
should be several kinds of forms designed to meet the main 
types of business. There are generally three : individual, firm 
and corporation. But in their essentials there should be a sim- 
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ilarity so that any business changing from one style to another 
would still provide information of a like kind. 

The information contained in such a statement generally starts 
with a notation of the name, the type of business, the address, 
the names of associated branches and the date on which the 
figures were taken from the books and presented as indicating 
the condition of the company as of that time. This is followed 
generally by some sort of a declaration concerning the real 
authenticity of the statement and declaring clearly and in positive 
language that the statement is a true and honest expression of 
existing conditions. Sometimes these declarations are long and 
sometimes short. For the benefit of those readers who may 
wish to insert such a clause, not having one, or who may wish 
to revamp one in existence, or who may merely want to know 
what the other fellow is doing, several of these clauses are in- 
serted at this point. They are quoted from forms actually in 
use. It is to be presumed that they have been drafted by, or at 
least approved by, the attorneys of the banks using them, and 
for that reason they should serve as good guides. However, any 
clause so used should be passed on in every instance by the bank's 
lawyers so as not to injure the negotiability of notes issued un- 
der its restrictions, and still be as protective as possible. Several 
clauses are here introduced : 

"For the purpose of procuring credit from you from time to 
time, direct or otherwise, I herewith submit the following true 
and accurate statement of my resources and liabilities, as shown 
by my books on . 

"In consideration of the granting of such credit I agree that 
should I make a bill of sale, a mortgage or other transfer of a 
considerable portion of my property, without notice to you, or 
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should my stock be attached, or should I make an assignment 
for the benefit of my creditors, or should a petition in bankruptcy 
be filed by or against the company, then all and every claim you 
have against me shall become, at your option, immediately due 
and payable." 



"For the purpose of procuring credit from above bank from 
time to time for my negotiable paper or otherwise, I furnish the 
following as a true and accurate statement of my financial con- 
dition on , 19 — , which may hereafter be con- 
sidered as representing a true statement of my financial condition 
unless written notice of change is given to you. 

"In consideration of the granting of such credit, it is hereby 
agreed that in case of the failure or insolvency of the under- 
signed, all obligations of the undersigned held by said bank 
shall become immediately due and payable." 



"For the purpose of procuring credit from you, direct or other- 
wise, we furnish the following as a true and complete statement 
of our financial condition, as shown by our books on ." 



"For the purpose of procuring credit from time to time with 
you for our negotiable paper or otherwise, we furnish the follow- 
ing as a true and accurate statement of our financial condition 
on , 19 — . We agree to and will notify you im- 
mediately in writing of any materially unfavorable change in our 
financial condition, and in the absence of such notice or a new 
and full written statement, this may be considered as a continuing 
statement and substantially correct; and it is hereby expressly 
agreed that upon application for further credit, this statement 
shall have the same force and effect as if delivered as an original 
statement of our financial condition at the time such further 
credit is requested." 
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"To the Blank Bank : 

"For the purpose of procuring and estabhshing credit and in- 
ducing said bank from time to time to make loans or discounts to 
or in behalf of the undersigned, the undersigned hereby fur- 
nishes the following and certifies that the same is a true and 
correct statement of the financial condition of the undersigned 

on the day of , 19 — , and hereby agrees, 

in consideration of the granting of any credit by said bank to the 
undersigned, as follows: 

" ( 1 ) If the assets of the undersigned appearing on the follow- 
ing statement shall at any time be materially reduced or changed, 
or the liabilities on said statement are materially increased, or the 
ability of the undersigned to pay all claims and demands against 
the undersigned according to the purport and tenor thereof is. 
diminished, the undersigned will immediately notify said bank 
to that effect. 

"(2) In case any change shall take place in the assets or lia- 
bilities of the undersigned, as aforesaid ; or in case of the failure 
or insolvency of, or the institution of any insolvency proceedings 
against the undersigned; or in case it shall appear at any time 
that any of the statements or representations hereinafter made 
are untrue ; or in case any claims of said bank against the under- 
signed shall not be paid at the time and in the manner when due 
and payable ; or in case the undersigned shall refuse at any time, 
at the request of said bank, to furnish any additional, or supple- 
mental statement of the business or financial condition of the 
undersigned in such form as said bank may require; or in case 
any judgment shall be entered or attachment issued at any time 
against the undersigned, or in case any change shall occur which, 
in the judgment of said bank, shall materially reduce or change 
the assets or increase the liabilities of the undersigned, or affect 
the ability of the undersigned to pay all demands as and when 
payable, then, and on the happening of any of these events, at 
the option of said bank, all the indebtedness of the undersigned 
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shall become due and payable forthwith, and all obligations of 
the undersigned shall therefore immediately mature and accrue, 
anything in the notes or other obligations held by said bank to the 
contrary notwithstanding. 

"(3) Said bank shall have the right at any time to apply any 
balance standing to the credit of the undersigned on the books of 
said bank in payment of the indebtedness for which the under- 
signed may be liable as principal, surety or otherwise. 

"This statement is to be regarded as continuing until another 
statement in writing shall be substituted in its place." 



It can now easily be seen that the range of this declaration is 
very wide. Some banks are content with a moderate assertion 
of the fact that the statement is true, while others ask for a 
far wider declaration. Each type fills its required service and 
the adoption of one or the other depends upon the needs and ex- 
perience of the bank in question and the class of customers it 
serves. The minuteness and extent of this declaration rests to a 
great extent upon what policy the bank follows and the closeness 
of its relation to the people to whom it loans money. 

Following the declaration the statement forms, as generally de- 
signed, arrange for the listing of the assets and liabilities, a short 
form for an operating statement indicating profits, dividends, 
etc., and then from one to two pages of questions intended to 
bring into relief the salient features of the balance sheet. 

These forms vary in almost every instance in spite of several 
attempts to standardize the statement form. This attempt at 
standardization has many excellent points, but the active credit 
mind of some does not demand or feel the need of information 
that to others may seem essential. Actual standardization would 
mean that every borrower should have to give every bank exactly 
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the same information. To the mind of the statistician this would 
be Utopia, as it would make it possible to make comparison 
studies on a tremendous scale, provided the securing of the state- 
ments was possible. But for the present such a thing is un- 
likely and the unification or their standardization must be at least 
limited to local associations of banks under the direction of local 
clearing houses. A good start has been made in several instances 
and such movements should be encouraged as distinct advances 
in credit technique. 

Inasmuch as there is no standardized form of statements the 
writer has taken several very good forms and, with the consent 
of the banks using them, has printed them here in the hope that 
they may serve as guides for the making of new statement forms 
or the revamping of forms now in use. Each one has in it sug- 
gestive material, much of which the writer has adopted in design- 
ing his own forms. A careful study of them will do much toward 
credit training and making for better credit granting. 
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hUFFALO,^r. Y., 



,191. 



To the BANK OF BUFFALO. 

For the purpose of procuring credit from time to time and of borrowisg money and obtaining discounUof tl* 
Bank op Buffalo, ^e nndeiugned declare(s) the following; to be an accurate and true ttstemeot of the undersigned's financial cOnditMD on 

■j^^ the. *taynf . , , , Ipj . Understanding that the officers of the bank in granting to the underngned 

PLEASE credit, rely^ipo^K^ocnia^of this stateSStT^^^^^^^^ .-,... r i. i . 

DATE I* aoy judgment ehould be entered against the onderngned, or upon any assignment for the benefit of creditors, or act ol bankruptcy. 

whether voluntary or involantaiy, by or against the undersigned, then and in either event all Uabilitiea, direct and contingoit, of the under* 
mgned to said bank shall become immediately due and payable notwithstanding any cndit or time allowed to the undenignedDy any 
instrument evidencing any of the said liabilities. In the event of such failure, insolvency or bankruptcy on the^rt of the undersigned, it is 
hereby agreed and underrtood that the said bank may make and prove its claim against the undersignM or against the undersigneds estate 
for the f uU amount of the undersigned's liability as aforesaid, receiving dividends Uiercon and boldbg any colhteral or other property ra its 
hands at that time belonging to the undersigned or id which the undersigned has any interest until it shall be ascertamed whether or not 
there be any deficit. In case of any deficit the said btuik is hereby authorized to apply all or any part of any such collateral or property or 
of the proceeds thereof towards the payment of such deficit with interest in full, accounting to the undersigned for anjr surplus. It la fuith» 
agreed that said bank shall have a lien upon and may ap^ as an offset againit- the undersfgned'a liability as aforesaid any balances which 
may be standing to the credit of the unoeraigiied on the nooks of the bank^ , . 

It iq further agreed that these pnaents constitute a'continobg agreement, applyii^'to any and all future, as well as to existing tran» 
actions between the undersigned and said bank. 



ASSETS. 1 LIABILITIES. . 




$ 
CashosHind. $ 






PhKuisiory Notes to Banks for borrowed money. 


» 






CubbBankoiBugilo. 






ProDusBoiy Notes to bufividuals for borrowed money. 












■ 




Accounts Payable, for boirowed money. 








Good Bills Rccchrable {^ZX^i^^dUS^I 
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Promisaoiy Notes, foe Metcfiandbe, 








Good cvn Amount. j''Si2E^3rt3W."( 
















Goodop»Aoco„.» i"iss^°i±as-''*r 








Aocoimts Payable, for Merchandise, Past due. 








Slock b trade, at cod. 








An other BabiHtie.(iDVedetaa.) 
























To»,l qmcV or cmrait aads (widioul liaii) 
















Oll«A«..(Bhr.iMi) ^ -: 
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K^oS^llass^- ,C 
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Moitgage* as per Statement on oppontepaRe, 
















Total Labibia. 
















Net Worth. 








TOTAL 
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TOTAL 
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REMARKS; 



Size of original 8^ x 10^ 



66 



STATEMENT OF REAL ESTATE OWNED BY. 



UUtuh Schtdole If iwcanry) 
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Il • 








MORTQAQE IS 
HEUIBY 
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uadiiniiMm 


OF LAND 


or BUILDIMU 


""roB"™ i"Kn»"=E 




t 




s 
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$ 
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TOTAL, 
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$ 


$ 





GENERAL INFORMATION. 



(PLEASE ANSWER ALt QUESTIONS! If opporite imy gneation po flgiirea are to be entered the word NONE «honld be written. ) 



Notei leccivable <t cuttamen diicountecl oc told and pot $ 



iocliided in assets eouoierated ia statemeot oo opposite 



Figures from annual Profit and Lou Sheet dated. 



Annual Salea, for Steal year. 



LabXty oo otiier ptper ai nuker, enduKr or guarantor. 



^Salariea and withdrawals of officen or paitneii. 



Li^aEtjr OB caam^ to pnrchue plut, nudunery or 
tealeHrte, 



Charged Off, for Bad Debts. 



Hav&Miy long time leaiet been agned ? 



Charged Off. -for Depredation. 



Ate vou mrely ca any bond or obligahoD ? 



Dtndends Paid, 



Muiiidwal qgbti. 



1 of labiGty o( partners for 



AD olfaer ea^iepsci of conducting bugnew. 



Drt yon ffftv-^Mtw cr discount your bUk ? 



Net I^Tninp cairied to surplus or c^Htal 



&liDwledl net worth of oftccn or putndi ootode of 



Total (Gross Profit for Year). 



Slock m twJe; 



^k^moynndFnA^^^ 



-fl-rGsipisrBbs; 
please state 



(Casital Stock (Paid w). 



iSurplus or Undivided Profits. 



BuildiD0i. 



Jfcdure of 
Suginesf,-- 



Loeatian, 



Jfame and TiUe of 

ea6h officer: or 

Jfixmo of eaoh member 

of fir7H in fuU. 



The undenigned do(es} hereby certify that all the RESOURCES which are Indoded is this statement, i 
and that no put of such lesource. h covered by a Bffl of Sale, Chattel Mortgage or Uen of any nai 
aa Mcnriey for any hMii or debt, eacept «■ rtatsd. 



lod in then 

e or oatnre, or in any i 



Urease Hgn. here) ■ 

Size of original 8^ x 10^4 
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Title 

Addrcu— 



-OriaBlzad uniler km of 



To tlM BOATMEN'S BANK. St. Loui.. Mo. 

For ironr Ulonut'iOD mad <y]duM thonid tho qnaitiaa of onr rciponaibility (or aay rHiea ariic in the c 



e ol our rcUtioni w!tli yoa, wa fornUh tha followtdf ai • tme and 



KESOURGBS 
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LIABILITIES 
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CONTINGENT LIABIUTY: Obt Habilltr on guiantlea, baada, aceoaimadaiioa andoraaowiiM, Me., ate., i 
fo S ~ _»- ^ — ; iufitatntt rendered Malut na. f - 



.'. Sniu pandini afataat iif ainauni 



LOANS TO OFFICERS AND DIRECTORS: Aod to Emu in wbieb tfaay are lateraatad avenia- -per acnt ol total of oar loana aad diwoiuu. 

AFFILIATION WITH OTHER BANKS: Throo^h Joioi ownerahip of atoek, by ofieara, dlr^rtora or rri^elpai aioakholderat -or otharwiM, wi arc afilUlod with- 



BUSINESS OF PRINCIPAL BORROWERS: 

REAL ESTATE AND BUILDINGS OWNED: Title la In ■ 
Aiaeaaad at S — : — . — 



. Market value la S- 



LAST FISCAL YEAR'S BUSINESS: Bad and donbtfal loana anwaaied to | .. 

and were diatribaied Idalc) — - 

to ondivlded proBta $ -~ 

CAPITAL: AolboriMd S — ~~ : !"■«' » 

OTHER CORRESPONDENTS ARE: ■■ — 



afbtjowa: Aa4MdMKlal-. 



.J pay tei !■ Mak | ■■. 
~Ow dlroMon vat — 



[OBaial tide to be liven] 



Si?e of original 8 x 10J4 
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OnOANIZED UNDER UkWS'OF 
BRANCH OFFICES 
OLANT LOCATED 



CHARTER EXPIRES 



CORPORATION 
_NAME 

_ HEAD OFFICE ADDRESS 

_ BUSINESS 

- "^^ THE BOATMENISBANK, St LouiS. Mo 

_ FOR THE FVHPOSE OF PROCURING CREDIT FROM TtME TQ TIME WITH VOU FOR OUR NEOOTIABLE PAPER OB OTHERWISE. WE FURNISH THE FOLLOWING AS A TRUE AND , 

_ ACCURATE STATEMENT OF OUR FINANCIAL CONDITION ON t» WE AOHt = TO AND WILL NOTIFY VOU IMMEDIATELY IN WRITING OF ANY MATERIALLY 

_ UNFAVORABLE CHANGE IN OUR FINANCIAL CONDITION. AND IN THE ABSENCE OF SUCH NOTICE OR A NEW AND FULL WRITTEN STATEMENT. THIS MAY BE CONSIDERED AS A , 

_ CONTINUING STATEMENT AND SUBSTANTIALLY CORRECT; AND IT tS HEREBY EXPRESSLY AGREED THAT UPON APPLICATION FOR FURTHER CREDIT. THIS STATEMENT SHALL 





C*«M:ONHAND IN BANK TOTAL 




NOTES PAYABLE SfVEN FOR MERCHANDISE 




l^«TE?. RECEIVABLE DUE FROM MDSC. DEflTORS HN-l 






_ loOUBTEDLY GOOD. NOT DUE AND NOT TRANSFERRED f 


NOTES PAYABLE NEGOTIATED THROUGH BROKERS 




UCCDUWT9 RECEIVABLE DUE PROM MDSE. DEBTORR, 1 






_ t UNDOUBTEDLY GOOD. NOT TRANSFERRED. NOT PAST DUE f 


DEPOSITS OF MONEY WITH US 




LISTED STOCKS AND BONOS AT piARKETViilMi: .„. „..«.„ 


LOANS BY OFFICERS. STOCKHOLDERS. EMPLOYES. ETC. 






ACCRUED LIABILITIES: INT ON BONDED DEBT. WAGES. ETC 
ALL OTHER ACCOUNTS PAYABLE 




_ UNRNrSHEO AT COST $ 
RAW MATERUL. AT COST S 




l_ 












1 NOTES AND ACCOUNTS RECEIVABLE. DUE FROM I 


CHATTEL MORTQAQES ON 




I STOCKHOLDERS. OFFICERS. EMPLOYES. ETC. f 


ALL OTHER LIABCLITICS 






TOTAL LIABILITIES 
CAPITAL 
SURPLUS 

UNBIVtOED PROFITS 
RESERVES [ITEMIZel: 




ISRAHCHES OR SUBSIDIARY COMPANIES f 




LAND^yVNED AND USED FOR THE BU.<;iNF.<Ul 












OTHER REAL ESTATE 


— 




" 




. , , TOTAL-..- 




TOTAL 







AMOUN' 



HOWOLDt 



^ WHAT AMOUNT OF NOTES AND ACCOUNTS RECEIVABLE ARE EXTENDED OR RENEWEDt 

COHTIHQENT.LIABtLITV: NOTES RECEIVABLE piSC p UNTEO OR SOLO AND NOT INCLUDED IN THE ASSETS ABOVE AMOUNT TO 
_ ' LIABILITY ON ACCOMMODATIOri INDORSEMENTS. EXCHANOES OF NOTES OR CHECKS. GUARANTIES OR BONDS- OF BRANCHES 

AS WELL AS HEAD OFRCE. AMOUNTS TO ACCOUNTS RECEIVABLE ASSIGNED OR SOLD AMOUNT TO 

ANY SUITS PENDING OR PROBABLEI AMOUNT INVOLVED ANY JUDGMENTS AGAINST USI 

ANY CUMULATIVE OR PREFERRED DIVIDENDS PASSEDT AMOUNT 

MERCHAWBISE: a re values stated above based ON ACTUAL INVENTORVI ARE ANY PLEDGED ASSIGNED OR MORTGAOEOT 

DO VOU DISCOUNT VOUA BILLST 
_ iA M O:_ TITLE IS IN NAME OF ASSESSED AT 

. SUILBIHGS: TITLE IS IN NAME OF ASSESSED AT 

OTHEW REAL ESTATE: TITLE IS IN NAME OF ASSESSED AT 

PE(*ftECIATION. CHARGED OFF THE LAST YEAR ON BUILDINGS ON MACHINERY 

CHARGED OFF IN PRIOR YEARS ON BUILDINGS ON MACHINERY 

, insurance: kind AND AMOUNT OF INSURANCE ON BUILDINGS MACHINERY 

. WOTES PATASLE. WHAT TIME OF YEAR DO VOU NORMALLY BORROW OF YOUR BANKST 
DO YOUR SELLING OFFICES OR BRANCHES SORROW LOCALLY? 
BONDEB DEBT AND MORTGAGES: ON WHAT ASSETS A LIENT 
CAPITAL - AUTHORIZED ISSUED PAID IN: IN CASH IN PATENTS. TRADEMARKS. ETC. IN PROPERTY 

BRANCHES. SELLING OFFICES. CONTROLLED OR SUBSIDIARY COMPANIES: ARE ANY OF THEIR TRADE ACCOUNTS AND NOTES RECEIVABLE AND PAYABLE INCLUDED 

IN THE ABOVE! IF aO. STATE AMOUNTS. AND ALSO STATE AMOUWTS OF "RECIPROCAL" ACCOUNTS AND NOTES SO INCLUDED 
ARE ANY OF YOUR CREDrTOHS— OTHER THAN BOND OR MORTGAGE HOLDERS ABOVE WDICATEO-SECUREP IN ANY WAY? ^ 



MARKET VALUE IS 

MARKET VALUE IS 

LOCATED IN 
ON FIXTURES AND OTHER ASSETS 
ON FIXTURES AND OTMER ASSETS 
MERCHANDISE 
THROUGH BROKERS) 
IF SO. WHAT AMOUNT IS INCLUDED IN ABOVE STATEMENT? 
DUE RATE 



OF SALE 



AVERAGE TERMS OF PURCHASE ARE 
_ NOTES AWD ACCTS. OF CUSTOMERS uSuAliv «Ak W Mm 
_ STOCKS or MERCHANDISE ARE il8U»lJ.v max (N Mm 
LIABILITIES ARE uau*u.T maximum (m minimum in 
HAVE THE BOOKS BEEN AUDITED BY A CERTIFIED PUBLIC ACCOUNTANT! 
IF SO GIVE NAME OF FIRM AND DATE 



ANNUAL SALES FOR FISCAL YEAR ENDING 
GROSS PROFIT THEREON NET 

DOUBTFUL AND SAD DEBTS WERE 
PROFITS WERE DISTRIBUTED: DIWDENOS t. 



WERE 
OTHER INCOME 
ALL CHARGED OFFI 

SURPLUS 'O BESEBWE 



DOES THE ABOVE INCLUDE SALES OF OR TO SELLING OFFICES OR 
BRANCHES! BETWEEN DEPARTMENTS? 



OTHER BANK ACCOUNTS WHERE KEPT NOW? 
FORMERLY WITH 



Size of original Syi x 10^ 
The broken dashes at right and left sides indicate the horizontal ruling 



n 



IHOIVIOUAL 

NAME 



STREET ADDRESS .. 



...CITY 

...BRANCHES, if any... 



f M ARRIED„.._ 

.. ■{ OB 

[SINGLE 



To SEATTLE NATIONAL BANK of Seattle, Wash. 

The undersigned, for the purpose of procuring credit from time to time from you for the negotiable paper of the undersigned, or other- 
wise, furnishes you with the following stntement and information which fully and truly sets forth the financial condition of the undersigned 

on the _ day of , 19 , which you can coasider as continuing to be full and accurate, unless 

notice of change is given you. The undersigned has no liabilttiea except those the description and amou7it of which are diatmctly filled in 
below, and agrees to notify you promptly of any change that materially reduces the pecuniary responsibility of the undersigned. 

In consideration of the granting of such credit, the imdersigned agrees that if the undersigned at any time fails or becomes insolvent, or 
commits an act of bankruptcy, or if any of the presentations made below prove to be untrue, or if the undersigned fails to notify you of 
any material cliange as herein agreed; then and in either such case all obligations of the undersigned held by you shall immediately become due 
and payable without demand or notice, and the same may be charged against the balance of any deposit account of the undersigned with you> 
the undersigned hereby giving a continuing lien upon such balance of deposit account from time to time existing to secure all obligations of the 
undersigned held by you, either as borrower or guarantor. 

(Im the Absence op Any Amount, Inseht Cipbeks in Statement Focus. Answer All Qubstiohs om Following Pace, Use the Words "Yes," No" 
OR "None" When They Will Answer the Questions Correctly. Sign at Bottom op Next Page.) 



Cash on band... 



Cash in. Bank. 

Notes Receivable, Good, Due from Cus- 
tomers 



Accounts Receivable, 

Customers 



Good, Due from 



Notes and Accounts Receivable, Goodj 
Due from others not included above. — 

Notes and Accounts Receivable, Poor or 
Doubtful, Due from Customers. 



None of the above Notes and Accounts 
Receivable is Due from Controlled or 
Allied Interests or from Relatives, ex- 
cept the following. 



Merchandise (How Valued) . 

Real Estate in my Name (Description on 
Reverse Side) ., — 



Machineiy and Fixtures 



*" S 1 Stocks and Bonds (List in Detail). 



LIABILITIES 



Notes Payable for Merchandise... 
Notes Payable to Banks^ 



Notes Payable for Paper Sold... 

Other Notes Payable 

Open Accounts Due 



Open Accounts Not Due 

Money Borrowed or Received on Open 
Account not included above 



Taxes Due or Unpaid.... 



Chattel Mortgages 



Mortgages or Liens on Real Estate 

I have No Other Liabilities, except the 
following 



Total Liabilities,,. 



Total,. 



The undersigned has no contingent liabilities except as the amounts thereof are filled in bdow. 



UPON NOTES OF OTHERS ENDORSED BY ME... 



AS GUARANTOR FOR ACCOUNTS AND NOTES OF OTHERS-. 

UPON NOTES EXCHANGED WITH OTHERS- ■ 

AS BONDSMAN OR- SURETY FOR OTHERS. - 

UPON LEASES - 



OTHER THAN ABOVE SPEaFIED- 



None of the above assets is mortgaged or pledged as collateral 
MCept the following! 



None of the above liabilities is secured by collateral except the- 

following.: 



Between the date of the above inventory and the present time I have had no serious losses through bad debts or otherwise (except) i 

iilmy "conditiontod^y B ^ «^« ^S^'^' 

' (OVER) 

Size of original 7j^ x lOj^ 
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Date of last trial balance was... 



, and same proved. 



Amount of business done last year was... 
Gross Profit last year was 



Amount of exD€.-jes last year was... 
Net Profit last year was 



Amount withdrawn from business last year was $... 
Amount of present annual rent is... 



I have no sources of income 'other than that 
withdrawn from the business, except the 
following: _ _ 



I have no other banking connections of any kind, except with 



Insurance Carried on Merchandise... 



Insurance Carried on Machinery and Pixtures-_$.„ 

Insurance Carried on Buildings $„, 

Insurance Carried oil Life .5... 

To whom Payable ? _ 



Cash Surrender Value . 
In what Companies? 



To what date is premium paid?. 



DESCRIPTION OF REAL ESTATE VALUED ON REVERSE SIDE 



ADDITION OR PLAT 


Lot or Sceliap 


Block or 
Townihip 


Division or 
Raaga 


Naturo or Im- 


Renl Ree-d 
Per Month 


1) 
BulldlnB 
Octupled 


Praunt Valuo 


Amount or 
Encumbranoa 


When Dui 




















































































































































































































































Is title to proper^ described iA your name?— 
State exceptions 



The foregoing statements and details pertaining thereto, both printed and written, have been carefully read by me and I hereby solemnly 

declare an^ certify that the same is a full and correct exhibit of my financial condition and contains all infonnaUon and 

explanation necessary for a full and clear understanding of my true condition. 



(PUata Sign Name H»r$) 



Dat» Signed,.. 



(OVER) 

Size of original 7^ x lOj^ 
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FIflH 

NAMiS. 



STREET ADDRBSS . 



._CITT 

..BRANCHES, if any . 



To SEATTLE NATIONAL BANK of aeattlt. Wash. 

The undersigned^ for the purpose of procuring credit from time to time from you for the negotiable paper of the undersigned, or other* 
wise, furnishes jou with the following statement and information which fully and truly sets forth the financial condition of tu Unidersighed 

on ttie.. - — .— — — — — ■ — day of „ — _ , 19 — .„„.., which you can consider as continuing to be full and acJciirete, unless 

notice of change is given you. The undersigned have no liabilities except those the description and amount of which are dUUilettj/ filled in 
belom, and agree— to notify you promptly of any change that materially reduces the pecuniary responsibility ot the undersigned. 

In consideration of the granting of such credit, the undersigned agree..^ that If the undersigned at any time fail or become insolvent or 
commit an act of bankruptcy, or if any of the representations- made below prove to be untrue, or if the undersigned fall to 'notify you of 
any material change as herein agreed; then and in either such case all obligations of the undersigned held by you shall immediately become 
due and payable without demand or notice and the same may be charged against the balance of any deposit account of the undersigned 
with yon, the undersigned hereby giving a continuing lien upon such balance of deposit account from time to time existing to secure all obli- 
gations of the undersigned held by you, either as borrower or guarantor. 

(In the Absence or Any Auount, Insbbt Ciphess ih Statsubnt Fokus. Answer All Questions ok Followjkg Pagb. Use trs W6iU>3 "Yis,'* "No" 
oa "MoME" WttKM Thky Will Answer the Questiows CoaitgcTLY. Sigh at Bottom of Next Page.) 



ASSETS DoUars Cents 


LIABILITIES Dollars Cents 




















Notes Payable to Banks 






Notes Receivable, Good, Due from Cus- 






Notes Payable for P'aper Sold - 








Other Notes Payable 






Acconnts Receivable, Good, Due from 
















Notes and Accounts Receivable, Poor or 






























None of the above Notes and Accounts 
Receivable is Due from Controlled or 






Money Borrowed or Received on Open 






Allied Concerns, except the following— 








... - - ^ 
















Merchandise Finished (How Valued) . 


















We have No Other Liabilities Except the 
Following: 














Merchandise Unfinished (How Valued)- 














^ 














































^ . [ Stocks and Bonds (List In DetaU)- 














C Jj 1 








sl< 













lll - 
























O- 




















Total ^ „.. 









The undersigned have no contingent liabilities except as the amounts thereof are filled in below. 



UPON RECEIVABLES DISCOUSTED OR PLEDGED.. 



UPON ACCOMMODATION PAPER OR ENDORSEMENTS 

UPON NOTES EXCHANGED WITH OTHERS 

UPON CUSTOMERS' ACCOUNTS SOLD AND ASSIGNED 

AS GUARANTOR FOR OTHERS ON NOTES, CONTRACTS, ETC.- 

UPON BONDS OR UNFINISHED CONTRACTS 

UPON LEASES .: - 



None of the above assets is mortgaged or pledged as collateral 
except the following; 



None of the above liabilities is secured by collateral except the 
following: 



Between the date of the above Inventniy and the present time the undersigned have had no serious losses through bad debts or otherwise 



■nd ma ccmdition today Is fUUy as good as set forth by the above figures. 

(OVER) 



Size of original Sj4 x 10J4 



The Names in full of all General Partnere 
and the respective vorth of each, omI 
side of the business, are as followti 



M= 



The Names te /«!( of mil Special Partaer* 
Vfith amounts contrUmled btf each and 
until when, are at foiUnoe: 



Date of last trial balance was , and same proved. 

Amount of business done last year was .$ 

Gross Profit last year was „ .$. . 



Amount of expenses last year was . 
Net Profit last year was 



Total salary to partners last year was... 



Amoubt withdrawn from business Inst year 

exclusive of salaries was. J$-. 



Do you maintain a daily or weekly record of costs and profits? 



The undersigned. have no sources of revenue oUier than that derived 
from the. conduct of business except the ftdlowingt 



Amount of present annual rent is.- 



Amount Qiorged Off for Bad Debts last year 
wai ...i „ ^. 



Insurance Carried on Merchandise . 



Insurance Carried on Machinery & FixtuteS-. 
Insurance Cairied on Buildings " .... 



Insurance Carried on Life for Benefit of Firm_$... 



We have no other banking connections of any kind, except with 



DESCRIPTION OF REAL ESTATE IN FIRM NAME VALUED ON REVERSE SIDE 




AODIXUIN 
PLAT 


LOT 

OR 

SECTION 


BLOCK 

on 

TOWNSHIP 


DIVISION 

on 

RANGfe 


PRESENT VALUE 


AMOUNT OF 
ENCUMBRANCE 


WHH DUE 
















































































































































-' 


- -. 













rhe foregoing statements and details pertaining thereto, botli printed and written, have been catefulfy read by the nndersiined, and I hereb)' 
solemmy declare and certify that the same is a full and correct exhibit of our financial condition and contains all infor- 
mation and explanation necessary for a full and complete understanding of onr true position. 
RCRlurca: 



(PUa$e Sign Firm Name Bert} 



Bf 

DaU Bigmtd... 



(OVCC) 

Size of original 8^ x 10^ 
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eORPORATION 

NAME 



STREET ADDRESS.. 



„CITY. , 

-BRANCHES, if Ajrr... 



To SEATTLE NdTIONAL BA^K of Seattle,-Waah. 

The undersigned, for the purpose of procurine credit from time to time. from 70U for the negotiable pap^rof the uiiderslgoed, or other- 
wlsfl» furnishes you vitli the following statement and information which ftdly and truly a^a forth the financial condition of the undersigned 

on tiie — ■ — — -; — , day ot~~.^ . ,..-.^.,„^ 19 ■ which yon can con^der as continuing to be fall and accurate, unless 

notice of change is given you. The undersigned corporation htu no UabiUUu mectpt tho§e the deietlpHon and amount of which are distincttj/ 
filUd m btloio, and agrees to notify you promptly of any change that materially reduces the'^ecimlaxy responsibility df tiie undersigned. 

- Id consideration of the granting of such credit, the undersigned agrees that if the-vndersigned.iat any time fails or becomes iijsolvent, or 
coinmits an act of bankruptcy^ or if any of the representations mlode below prove to be untnie, or if the undersigned fails to notify you of 
any material change as herein agreed; then and in eittier such case oU obligations of the iindersigned beld by you shall immediately become due 
ai^ payable without demand or notice, and the same may be charged agidnst the balance of any depodt account of the undersigned .with you, 
thelunlfirsigned hereby giving a contihtung lien upcfn such balance of deposit account fnnn time to thne cxisUng to secure oU obligations of the 
undcfBJgncd htfd by you, either as borrower or guarantor. ■ '"■ , 

(Xm the AasEMCs or Any iAhouht, Imsebt Ciphbm m SnTBMBHT FoniB.' Aiitwn Aii. QoBsrioiffi oit Foixowimc Face. Ura tbK Wobds "Yu." No" 
Oft "ypwE" Wbeh Thky Wiu. AwawtR tkz, Qvimoxt CoBttcTLT. Sick at Botiom of Nmt Pacb.) .^ ^_^ 



LIABILITIES 



Cents 



Cash im hand... 
Cash in... 



Notes Receivable, Good. Due from Cus- 
tomers 



Accotmts Receivable. Good. Due froifi 
Customers 



Notes and Accounts Receivable, Poor or 
Doubtful, Due from Customera 



Notes and Accounts Receivable, Due froni 
Stockholders, Officers and Employees. 

None of the above Notes and Accounts 
Receivable is Due from Controlled or 
Allied Concerns, except the following— 

—i-— .- j^ 



Merchandise FioiBhed (How Valued}^ 



Merchandise Unfinished (How Valued). 



Raw Material (How Valued).....-^ 

Real Estate In Corporation^ Name (De- 
scription on Reverse Side) — ; — ^ — 

Machinery and Fixtures — .^. — 



•11 

I 
si 

O 



Stocks and Bonds (List In Detail).. 



Notes Payable for Merchandise 

Notes Payable to Banks 



Notes Payable for Paper Soldi- 



Notes Payable to Officers. Directors, or 
Stockholders ^-.J. 



Other Notes Payable, .. 
Open Accounts Due..... 



Open Accounts Not Dqe_ 



Sfdaries and Wages Dae to Date.... 

Bonded Debt (Due 19 )_ 

Interest on BoQded Debt v 

Dividends Unpaid 

Chattel Mortgages _ .. 



Mortgages or Liens on Real Estate~. 



Money Borrowed or Held In Trust, not 
included above. 



Taxes Due and Unpaid... 



The Undersigned has no other Liabilities, 
except the following™ 



Total Liabilitiw^. 



Capital Stock . 
Surplus 



Total... 



The undersigned has no contingent liabilities except as the amounts thereof are filled in below. 



UPON RECEIVABLES DISCOUNTED OR PLEDGED. > — ; 

TJPON ACCOMMODATION PAPER OR ENDORSEMENTS 

UPON NOTES EXCHANGED WITH OTHERS 

UPON CUSTOMERS' ACCOUNTS SOLD OR ASSIGNED 

AS GUARANTOR FOR OTHERS ON NOTES. CONTRACTS. ETC.. 

UPON BONDS OR UNFINISHED CONTRACTS- 

UPON LEASES ~.i •- •• 



None of the above assets Is mortgaged or pledged as collateral 
except the following: 



None of the above liabilities is secured by collateral except the 
following: 



i the dale of the above inventory and the present time the uodersigned has had no serious losses through bad debts or otherwise 



Buu w«i w (OVER) 

Size' of original 7j^x10j4 
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Aat£dr!sed Capital f 

Held by Company as Treasury Stock... 
Ho* paid in: Cash $. _ 



-.Subscribed Capital $..- 



...Capital Paid in 9-.- 



...Other Propctty t.^. 



Description of other property and how valued... 



Tneorporated in what State aitd under what Oenerat Law or Special Act 

Date of Charter „ Commenced Business ., 

Are Stockholders Uable'beyond amount of stock subscribed? „„ „ 



Amount of business done last year 

Gross Profit lEist year was -* - - - 

Amount of expenses last year was 

Net Profit last year was - - $... 

Officers' salaries last year 



- $... 



and present salaries are same except as otherwise noted hereon. 

Amount of present annual rent Is - $. _ „ 

Dividends paid last year - $_. .: ., ^ 



Amount charged off for bad debts last year was (L. 



The undersigned has no other sources of revenue other then that 
derived from the conduct of business, except the following:. 



Insurance on Merchandise 9...'. 



for Corporation on life of i. ^... 

Insurance on Machinery and Fixtures $... 
Insurance on Buildings $..::. 



. Life Insurance Carried 
„-«......„...: 



Do you maintain a daily or vecUy record of costs and profits?— 



Give Insis of statement, whether actual inventory, by whom J — ..>. 

• taken and date, or if est^ate, by whom made and date. \ „ 

Is allowance msoe for depredation?— Amount and basis of allowance for depreciation is as follows ^.. 



What amount, if ai^, of Acc't? and Bills Rec. are past du^ extended of renewed? 

Date of last trial balance was.: .—^ . , and same proved... 

Regular dates of taking inventoiy _ 



-.Regular dates of balancing books... 



The undersigned has no other banldn^ connections of any kind, except with; 

What are your usual terms of purchase? „ Do you discount?.. 

Name a few concerns from whom you purchase in large quantities;. _ 



..Anticipate?... 



DESCRIPTION OF REAL ESTATE VALUED ON REVERSE SIDE 






ADDITION OR PLAT 


OR 
SECTION 


OR 
rOWNSKIP 


OR 
RANGE 


PRESENT VALUE 


AMOUNT 
OF ENCUMBRANCE 


WHEN DUE 




























































V 




















OFFICCRB AND DIRECTORS (NAME IN FUZJ,) 


NUMBER 
SHARES 
EXLD 


ASDBESB 




PFD. 


COlC 




PRESIDENT - .... - — 








VICE PRESIDENT ... . .- 


__/.. 






SECRETARY 








TRFARTTRFR 
























. • „. 




7" 





The foregoing stnteraents and details pertaining thereto, both printed and written, have been carefully read by the undersigned, at^ I hereby 
solemnly declare and certify Uiat same is a full and correct exhibit of the financial condition of the undersigned and contains 
all information and explanation necessary for a full and clear tmdcrstanding of the true position of the undersigned. 
REFxasKCCs: * 



(Please Sign Corporate Nam* Sere) 



By-: 



' Data Bigntd.- 



(OVEB) 

Size of original 7j4 x lOj^ 
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r« lS36ii (Ofielal lorn o< Statuilesl U a£>^ by tba Spokane Cleutng Uovk AuoeUHoa following the msccatfam of Federal BeMrro Btak) 



STATEHBNT OF- 



-AN INDIVIDUAL 



Kind of BualneB8_ 



TO THE OLD NATIONAL BANK. Spokiao. WufaiottoB: 

For the purpose of procurins credit 'from time to time with you for my negotiable paper or otherwleei I fumish you with the 

following as a true and accurate statement of my financial condition on ^ , 19 , which you are 

to conelder as continuing to he full and accurate until I give you written notice of any material change* of which I undertake to 
notify you prompt^. 

In oonsideraUon of your granting me any credit, I agree to furnish you during the continuance of such credit as you may desire 
statements of my condition, and that in case of f^lure or insolvency or the commission of any act of bankruptcy on my part, 
or In the event of its appearing at any time that any of the following representations are untrue, or of my failure to notify 
you of any material change as above agreed, then and In any such event all ^nd any of my obUgatlons, either as borrower or 
guarantor, held by you, shall at your option immediately become due and payable without demand or notice, and the same may 
be charged against the balance of my deposit account with you^ I hereby giving a continuing lien upon such deposit account from 
time to time existing, to secure alt such obligations. 

I further agree that the exercise of> or omission to exercise, the option aforesaid in any Instance shall not waive or affect any 
other or subsequent right to exercise the same. 

(IMPORTANT — Read this lorm (hrootli eareloUy before BUiiit in amonnta. — ^Write NONE vhere no amonnt ia to appear.) 



ASSETS 


LIABILITIES 11 


QUICK ASSETS!— 














Cash In Vour Bank 








Notes P&yahlA in OthAr Rnnkq 
































Notes PayabiA for MArRhAnillflA, not Anp 








Notes Receivable from CuBtomers, Good 






Notes Payable for Merchandise, past due 








Accounts Receivable from Customers. Good 








Accounts Payable for Merchandise, not due^_. 








Merchandise 






























SLOW ASSETS^- 

Notes Receivable, past due or elow 






























Notes and Accounts Receivable from ) Enpb^' 








Deposits of Money by Employees or Others 








Other Motes and Acconn'^ RAo^lvfLhin 








Othflr LlablUtlsF 






















nXEDA8SBT9i— 














HMThirpH Cost S Valued at 








Fixtures Bought on Contract Balance Due 








Uachinery & Tools Cost t Valued at 








Chattel Mortgftgftfl 








Horsf n & Wagons Cost % Valued at 
















Automobiles Cost % Valued at 
























Taxes and AflBARSmenta Unpaid 








Real Estate— T.lst on reverse side 








Mortgages on Real Estate — List on reverse side 

TOTfAL 






















jff 
























NAt Worth 








TOTAL 






TOTAL 









CONTINGENT UABIUTT, Accommodation Endorsements. 



NoteB and accounts receivable sold or assigned not Included In the above . 
Other Contingent Uablllt; 



CONSIGNMENTS; — Do any of the Assets or Liabilities originate from Merchandise held on consignment or subject to any agency 
agreementT '. . . 



COLLATERAL:— Specify any of the above Assets pledged as collateral . 
Specify any of the above Liabilities secured by collateral 

INSDRANCE.— On Merchandise, i 

Names of Companies . 

Life Insurance, ( —fit *»™r of _ 



.Buildings, t- 



.Eiztures, $. 



.Companies . 



Cfedit Insurance, t 

Liability Insunaee, f_ 



.Companies^ 



. Companies. 



Size of original 7l4 x 10}4 
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Debit 



PROFIT AND LOSS ACCOUNT FOR FISCAL YEAR ENDINGU 



Credit 

















Bad CebtB Charged Off 






'nt^r^St ftnd niflpniintft 




































• NntPmflfit -1 














TOTAL B ^ 






TOTAL ■■ 









GroBB sales for same period, %- 

Is this Statement based on actual InTentory?^ 

By whom waa Inventoiy taken? 

Regular times for taMng inventory? 

Date of last audit . ,, ,._.. 



Average amount -of Stock carried, ¥_ 
If BO, give date 



_ By -whoia verified?. 



_ Regular times for closing hooks? . 



-19- 



_By whom audited ?_ 



.Average terms: Buying_ 



Do you discount? ^ 

Time of year when notes and accounts receivable oncollected are at maximum. 



^Selling. 



minimum. 



Time of year when notes and accounts payable unpaid are at maximum. 
Time of year when Uerchandise is at a mftTimnm 



Give last date when you were out of debt to {he Bank_ 
References and Principal Creditors 





REAL ESTATE OWNER RY ME 
















1 


PESCRIPnON 


Title in Name of Piesent Value | 


Mortgages | 


Due 


AsseaaedVarus | 














































• 






















































































^ 
































' 'Z ' "■' - - 






















- 






















































































































. >• 










































































Value of property exempt from execution, ¥ 

Buildings used for business cost % 

H^e property cost % Valued at J_ 

Konarka .^ 



Valued at |_ 



(Please sign here)_ 



Date signed. 



Size of original 7^ x 10^ 
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{Official form of Statement as a'doptcd by the Spokane Qeanng House Association following the suggestions of Fejeral Reserve Baob) 



STATEMENT OF_ 



Kind of BuainesF_ ^__ Addres8_ 

TO THE OLD NATIONAL BANK, Spokane, Washington: 

For the ptirpose of procuring credit from time to time with you tor our negotiable paper or otherwise, we turnleh you with the 

following as a true and accurate statement of our financial condition on ■_ 19 which you are to 

consider as continuing to be full and accurate until we give you written notice of'any'miiteriai" chMigerot which we undertake to 
notify you promptly. 

In consideration of your granting us any credit we agree to furnish you during the continuance of such credit as you may desire 
statements of our condition, and that in case of failure or Insolvency or the commission of any act of bankruptcy on our part or 
on the part of any member of our firm, or in the event of its appearing at any time that any of the following representations are 
untrue, or of our failure to notify you of any material change as above agreed, then and in any such event all and any of our obliga- 
tions, either as borrower or guarantor, held by you, shall at your option immediately become due and payable without demand or 
notice, and the same may be charged against the balance of our deposit account from time to time existing, to secure all such 
obligations. 

We further agree that the exercise of, or ommlssion to exercise, the option aforesaid In sjiy instance shall not waive or affect 
any other or subsequent right to exercise the same. 



(IMPORTANT-Read this Form through carefully before filling in amounts, Wrltb HONE where no amonnt is to appear.) 




ASSETS 


UABILITIES 1 


QUICK ASSETS i— 
Caah on Hand 
















Cuph ^n Your Rank 
















Tanh In flthpr Ranks 
































Notes Receivable from Customers, Good _ 
















Accounts Receivable from Customers, Good 








Notes Payable for Merchandise past due 








MprrhnndlRe 








Accounts Payable for Merchandise, not due 
























SLOW ASSETS)— 

NntfiR Rpnfiivfthlft, piiRf. rtiiR nr rIow 
















AppniinfB RfirRlvahlP, yjast. dnn nr slow 








Due on Consigned Goods Sold 








Notes and Accounts Receivable from Partners 
















Notes and Accounts Receivable from 1 ^£taVc« 
























Other Liabilities 
























FIXED ASSETS ■— 

Sto^-ltR nnH Rnnda Cnat $ VfthiPirl Kt. 
















PivtiirPfl Pnflt $ Valnftd at 








Fixtures Bought on Contract, Balance Due 
Chattel MortprapRR 








Mnohlnprv & Tnnls Cnnf ? Valued at 














HnrRPR A WRRfins finst. f Valued at. 
















AiitomnblleB Cost S Valued at 
























Taxes and Assessments TTnpaid 

















Mortgages on Real Estate— List on reverse side 




























TMnl T.inhlHtlPR 
















NET WORTH 








Total 






Total 









CONTINGENT LIABILITY, Accommodation Endorsements.. 



Notes and accounts sold or assigned not Included in the above . 
Por bonds of guarantees 



Other Contingent Liability (Stock or other subscriptions) 

CONSIGNMENTS: — Do any of the Assets or Liabilities originate from Merchandlso held on consignment or subject to any agency 



agreement? 



COLLATERAL: — Specify any of the above Assets pledged as collateral _ 
Specify any of the above Liabilities secured by collateral 

INSUHANCE, On merchandise $ , Buildings $ 

Names of Companies 

Life Insurance $ In favor of 



, Fixtures $_ 



^Companies . 



Credit Insurance $ 

Liability Insurance ¥_ 



Companies. 
Companies.. 



Size of original 7^ x lOj^ 
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Debit 



PEOFIT AND LOSS ACCOUNT, FISCAL TEAR ENDING^ 



CltZDlT 



Actual Expenses tor Coaducting Business 








Gross Profits from Snips 








'Bad Debts CImrscd Off 








Interest and DisenimtR 








DeDreciation 








Other Inromn 








(Wlfhdrawala ? ) 
















Net Prnfita 
















Total 








Total 









Gross Sales for same- period % 

Is Statement based on actual inventory ? . 

By whom was inventory taken? 

Regular times for taking inventory? 

Date of last Audit j. 15 

JJo you discount? 



_ Average amount of etock carried $ _ 



If so, give date . 



19 By whom audited 

Average terms: Buying 



_By whom verified? 

Regular times for closing books? . 



.Selling. 



Time of Year when Notes and Accounts Receivable uncollected are at maximum . 



Time of year when notes and accounts payable unpaid are at maximum. 

Time of year when merchandise is at a maximum? . 

Give last date when you were out of debt to the Bank,^ 

References and Principal Creditors „_ 



.minimum _ 



GENERAL PARTNERS 

Name 


Address 


Amount 
Contributed 


Outside 
Net Worth 


Salary 







































































































































REAL ESTATE OWNED 



DESCRIPTION 


Title in Name of 


Present Value 


Mortgages 


Due 


Assessed Value | 
































































































































































































1 




















































1 






1 


































































































































I 
















Buildings used (or business cgst $_ 



Valued at $_ 



(Sign firm name). 



By. 



w<***MauaBt lllita 



Date Signed. 

Size of original 7^ x 10}i 
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(OAicial form of Slatument as adapted by ihe Spoktfle ClearlB|r House Association following (be juggeitioni of (edeml Reaerve ITaok) 



STATEMENT OP 

Kind ot Bu^nesB_ 



_A COHFORATmN 



Address _ 



TO THE OLD NATIONAL BANK, Spokane, Wosbingtoii: 

For the purpose ot procuring credit ttfom time to time with ybu for our negoUaWe paper or othei^lse, we furnish yoif with tte 

foltowlng as a true and accurate statement of our financial condition 6a , 19—,—, which you are to 

condder as continuing to be (uU and accurate until we give you written notice of any material change, ot which we undertake to 
notify you promptly. 

in consideration of youAgraatlng ua any credit, We agree to furnish you during the continuance of auch credit as you may desire 
statements of our condltidni and that In, case of failure or Insolvency or thejcommlssion ot any act of bankruptcy on our part, or 
in the event of Its appearing at .any time that any ot the following repreaeutatlona are untrue, or of otir fatlare to notify you of 
any material change as above . agreed, then and in any such event all and any of our obligations, either aa borrower oi.guarantor, 
h^ld by you, shall at your option Immediately become due and payable without demand or notice, and the oame may be charged 
against the; balance of our deposit account with you, we hereby giving a continuing lien upon such deposit account from time to time 
eidsUng, to secure all such obligations. 

We further agree that the exercise of,, or ommlaslon to exercise, the option aforesaid In any Instance shall not waive or affect 
any other or subsequent right to exercise the same. 

lIMPORTAWT— Bead this Form through carcfally before ftlllng In nmoupta. Write HONE where no amount Is to oppcar.) 



ASSETS 


LUBILITIES 1 


QUICK ASSETS:— 

Raflh nn Hand 
















Cash In Your Bank 








Ndtea Pavable to Other Banks 








r.axh in Othpr RnnliR 








Notes Bavable, Paper Sold 
























Notes Receivable from Customers, Good 










- 




Accounts Receivable from Customers, Oood 








Accounts Payable for Merchandise, not due 








MpTfihftTiiUnft 








Accounts Payable for Merchandise, past due 
























Stow ASSETSi— 

VntAH RorPlvnhiR, paqt rtiiP nr slow 
















Arr-nnntJi RAcnlvahle. pant due or slow 
















Nnt.-s RrrRivnhlfl from Stnpkholdfiifl 








































nthpr T.iAhlllMAa 






























r:haf.t.Al Mnrf^A^AR 








FIXED ASSETSi— 

HtnokR and Rnndfl Cnaf. f Vnliind at 








Fixtures Bought on Contract, Balance Due 








Fixtiirfis Cnst f Valued at 
















Machinery & Tools Cost % Valued at 








Intniwat nn BondM Ilpht (Wat« f) 








Uifvsffia Xr Wa^nnR HnRt ? Valiind at 








Bonded Debt fWhen due ) 








Automobiles Cost ¥ Valued at 






Tutps TTnpnIH 
































Mortgages on Real Estate— List on reverse side 


— 


























^, TOTAL 

TfLpltnl 






























StlfDlUB 














^^^ ITrtHIvWfid I*rnflrji 








TOTAL 




TOTAL 









CONTINGENT LIABILITY:— Accommodation Endorsements 



Notes and accounts receivable sold or assigned NOT included in above assets _ 
For bonds or guarantees 



Other Contingent Liability (Stocks or other subscriptions) 

CONSIONItiENTS: — Do any of ttie Assets or Liabilities originate from Merchandise held on 
agency agreement? _ — ■ — — i — 



consignment or subject to any 



COLLATERAL:— Specify any of the above Assets pledged as Collateral 

Specify any of the above Liabilities secured by collateral 

On what Assets are the Bonds ot the Company a lien? . 



•over) 

Size of original 7% x lOj^ 
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INSCKA>X'E, On Merchandise. S _ 
Names o£ Companies _^___ 



Buildings. S. 



- - U£e InBiiiance. t 


rn fjivnr of 


PnTfipunlPn 


Credit InaurnncA, S 


CrnnpAnlRR 




Liability Insurance, $ 


Companies . 





PROFIT ASP LOSS ACCOUaT, FlSCAl VgAR ENDIN6- 



Credit 



Actual Expense of Conducting Business 


, 












Dad Debts Chareed Off' 






Interest 'and'DiSNJiiiftd 








beDreclatlon coftr ' 






Ot;hAT InnnmA 








(Paid In nivltlfindfl, 1 , 






1 






Net Promts 












TOTAL 






TOTAL 







-Gross ^ales for same period, $ , 

Is Statement based on actual inTe&tory?_ 

By whom was inventory taken? 

Regular times for. taking Inveutorty"?'. 

Date of last audit? '"-'"' 

Do you discount? 



_ Average amount of 3.tock carried^ I 

. : - ' If 90, give, date_ 



_By wbom verified? 



.Regular times for closing books? 



-19- 



. By whom audited. 



Average terms: Buying* _ 



Sellings 



Time of ye&r vhen notes and accounts receivable uncollected are at maximum _ 

Time o^yea]^ trhen ^otes and accounts payable unpaid are at maximum 

Time Of yew: when stocks of merchandise are at maximum , 

Give last -date when you were out of debt to the Bank -, ^_ 

References and Principal CreSltors .- , , , , , ' 







REAL ESTATE 0W5E1> BV CORPORATION 














DESCRIPTION 


Tirte in Name pf 


Preient Value 


Mortgage, [ ^ 


Assessed Value ■jj 


























.1 -. .(. >",i, / , 


































■ 








■ 




1 




















r 








■ 









Uulldings used for business cost $ ^ 
CAPITAL STOCK, Subscribed. ?_ 



_ Valued at ¥ _ 



. jpaid in, 5_ 



. Par value per share, $_ 



Amount of Common Stock, ¥ . 



_,Ajnount of Preferred Stock, ?_ 



Incnrpnra.tP^ in wjint atatt>r, ^mcluT what. Rfiiifiral Ia.w?, , , , ; 


Or snecial Act? 










Date of Incorporatiofi' „ ...19.. . 


Comme.nced buslneBS 


... 19 


OFFICERS 


.....3 _ Name in Full 


^ Adarees 


Held 


Salaries perYeaif 


President 


'..■■ r>.h 












Vice President 




y '■ , 










Secretary 


- - . .. _._ . -iUOj': '..-.'; .-'hrt 












Treasurer 












niRRTTAP'' 


' --- - -^ - ---■--.-- .- - -.- 


■^- 


- -^-.^t^*^ 


. 










. .P-''^ 


.■!3y. 






""' 


- - - ' "^■' '" " ■ "' 






'?M 




* 


' 


' - 






















'J ■ 





In whom is vested authority, by resolution of the Board of Directors to slgu notes binding the Corporation? . 



(Please sign bere) ■ 



By ■ . ,- , . , - 
Date ligned^ 



Size of original 7^ x 10^ 
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ETS 








LIABILITIES 
















Bills Payable to Bank 








^ 








Other Bills Payable - 
















































Other Real Estate Mortgaged (See Schedule) 
















Chattel Mortgages 




' 












Other Liabilities 1- 
























y. - 








j. 
























, 








. 








' 




























_ 




..^ 1' 








Total Liabilities. ..-...'.... 












^ 




Net Worth 

















Total .♦ 









iscounted and Nat Shown Above? 

-__ —r as Guarantor— 

— -, • on Leasra ^ 

or Hypothecated in any way _ _. 

— Life Insurance (and to whom payable) _ 



SCHEDULE OF REAL ESTATE 







VALUE 


D»cii|ili>ii •! MU>. 


TO WHOM PAYABLE 


WHEN DUE 


AMOUNT 












/,■, 










































































/ 













































































sch^duEe of stocks and bonds 



DESCKIPTION 


PAR VALUE 


MARKET V 


ALUS 


, 










































- 

































(Sign Kere) 

Size of original 7J4 x 10 
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fINANCIAL STATEMENT 

fAMB 



CLEVELAND CLEARING HOUSE ASSOCIATION FORM „,„„„;---h?aWu«« 



LOCATION OP PUST 



""o THE CLEVELAND NATlbNAL BANK, Cleveland, Ohio. 

FOE THE PUKPOSE OF PROOUEINQtaiEDIT PHOM TIME TO TIME WTTH TOO, lOR MY NEGOTIABLE PAPER OR OTHERWBE, I FURNISH THE FOL- 



OWDIO AS A TRUE AND CORRECT STATEMENT OP MT FINANCIAL CONDITION 0N_ 



_19_ 



., AND HEREBY AGREE TO 



•OTIFY YOU IMMEDIATELY IN WRITINQ, OP ANY MATERIALLY TINPAVORABLB CHANGE IN MY FINANCIAL CONDITION. IN THE ABSENCE OP SUCH NOTICE 
;H a new and FULL WRITTEN STATEMENT, THI3 13 TO BE CONSIDERED AS A CONTINUINQ STATEMENT, AND THAT MY PECUNIARY RESPONSIBILITY HAS 
'.OT FALLEN BELOW THE CONDITION HEREIN SCT FORTH. _ _.,.„.„.. ..„ ., . „ .. 
I (IR nil Aasiitcs or Ant Auoodt. Inbbbt Cipbibi lit SrAmnirr Foms. AmraB Au Qramoin os FoLLomN-) Paocs. Ubi tbi Wobob i is. no ok nobb 
YgnrTgBr Vm. Ahbwbb thb Qpbbtpjwb Cobbbctlt. Biaii at Borron or Foimig Paqb.) 



ASSETS 



DOLURS 



CENTS) 



LIABIUTIES 



DOLLARS 



CENTS 



CASH.ON BAND 



CASH IN BANK 



I NOTES PAYABLE FOR MERCHANDISE 



I NOTES PAYABLE TO BANKS 



NOTES RECEIVABLE OF CUSTOMERS- 
DOE WTTHINJODAYS 



1 NOTES PAYABLE FOR PAPER SOLD 



■ 0TE3 RECEIVABLE OF CUSTOMERS- 
DUE BEYOND 80 DAYS 



I NOTES tAYABLE TO OTHERS 



ACCOUNTS RECEIVABLE OF CUSTOMERS 
MERCHANDISE-FINISHED 



MERCHANDISE-IN PROCEJB-UNFINISHED 



MERCHANDISE— RAW MATERIAL 

OTHER ACTIVE ASSETS— [iTniigB ow Paqh 3) 



TOTAL ACTIVE ASSETS 



DUE FROM >v.~T.m , rn FOR MERCHANDISE 
OR ALLIED CONCERNS J 

(FOR ADVANCES 



STOCKS, BONDS AND INVESTMENTS 
LAND 



BUILDINGS 



MACHINERY, EQOIPMENT AND FIXTURES 
HORSES, WAGONS AND AUTOMOBILES 



GOOD WILL. PATENTS AND TRADE MARKS 
OTHERS 



ACCOUNTS PAYABLE— NOT DUE 



ACCOUNTS PAYABLE-PAST DUE 



DEPOSrra OP MONEY WTTHME 



ANY OTHER CUKRENT LIABILITIES- 

{lT»yT8B QW PaOB 4) 



TOTAL CUnsEMT LIABILITIES 



I MORTGAGES OR LIENS ON REAL ESTATE 



CHATTEL MORTGAGES 



ANY OTHER LIABILITIES— Itemrb 



TOTAL LIABILITIES 



RESERVES— iTBsnzB 



CONTINGENT UABILITY OF ANY KIND 



UPON RECEIVABLES DISCOUNTED OR PLEDGED 



OPON ACCOMMODATION PAPER OR ENDORSEMENTS 
TTPnW NOTES EXCHANGED WITH OTHERS 



COgrOMERS' ACCOUNTS SOLD AND ASSIGNED 

AS GPAKAMTOR FOR OTHERS ON NOTES. CONTR ACTS. ETC. 

TOR BONDS OR 0MFINI8HED CONTRACTS 

TORLgASES 



Size of original 7j4 x lOJ^ 
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CONDENSED PROFIT AND LOSS STATEMENT rOB FISCAL YEAR ENDING. 




H J ' 






EXPENSE 










INCOME 










COST OP MATEHUl OR MERCHANDISE CfiNSDMED 










NET SALES 










AOTBAI; EXPENSE OF CONDUOTINC BUSINESS 
iKCLUDiNd Rent, Taxes. Iksorance, Etc. 










FROM INVESTMENTS 










BAIARY DRAWN BY MYSELF 










FROM DIBC0DNT3 ON PURCHASES 










INTEREST ON BORROWED MONEY 










FROM OTHER SOURCES— IimtZE 










BAD DEBTS CHARGED OFF 




















DEPRECIATION CHARGED OFF 




















NET PROFITS 




















TOTAL 










TOTAL' 











RECONCILEMEIIT OF NET WORTH 

NET WORTH AT CLOSE OF PREVIODS FISCAL YEAR $. _ 

LESS CHARQE3 NOT APPUOABLE TO CDEHENT YEAR .. % =$.. 

ADD NET PROFITS AS ABOVE I. .. 



LES.S-WITHDRAWAia. OTHER THAN SALARY AS ABOVB.... J^ 

NET WORTH— [See firef page) ,. -. - %.. 



DETAILS RELATIVE TO ASSETS 
CASH-NAMES OF ALL BANKS WHERB ACCOUNTS ARE MAINTAINED 



/ 



ARE ANY AOObDNTS BDBJEOT TO NOTICE BEFORE WTTHDEAWALf , , AMOUNT $ 

DOES THE AMOUNT REPORTED AS CASH ON HAND CONTAIN ANYTHING OTHER THAN LEGAL UONEYI 

NOTES RECEIVABLE OF CUSTOMERS-WHAT AMOUNT DOES NOT REPRESENT MERCHANDISE SALES? ., 

REPRESENTS WH.lTr , ".. _ '. : 

WHAT AMOUNT REPRESENTS OPEN ACCOUNTS SETTIED BY NOTESI AMOUNT YOU PBOBABLY WILL NOT BE ABLE 

TO OOLLECTr AMOUNT OVERDUEr.. _ AMOUNT RENEWED OR BXTENDBDT 

ACCOUNTS RECEIVABLE OF CUSTOMERS-WHAT AMOUNT DOES NOT REPRESENT MERCHANDISE SALESt .'. 

REPRESENTS WHATT 

AMOUNT YOU PROBABLY WILL NOT BE ABLE TO COLLECTt AMOUNT OVERDUE?. 

WHAT ARE YOUR AVERAGE TERMS OF SALE? ,. 

OIVE NAMES OF A FEW CONCERNS TO VJHIOH YOU SELLIN LARGE (JUANTITIES: 



MERCHANDISE-LAST INVENTORY TAKEN BY WHOM? WHEN?. - 

VALUED AT COST. OR MARKET PRICE AT DATE OF INVENTORY. OR ON WHAT BASIS— FOR HNISHED? 

FOR UNFINISHED IN PROCESS? FOR RAW MATERIAL? AMOUNT PLEDGED AS SECURIIYT 

ANY RECENTLY RECEIVED AND INCLUDED IN YOUR ASSEIS FOR WHICH THE INVOICES HAVE NOT YET BEEN ENTERED AS ACCOUNTS PAYABLE?.. 



AMOUNT IN OUTSIDE WAREHOUSES? 

AMOUNT HELD UNDER TRUST RECEIPT? ; UNDER CONSIGNMENT? 

IS STOCK FRESH AND SALABLE THROUGHOUT? AVERAGE AMOUNT OF STOCK CARRIED?.. 

WHAT AMOUNT HAS BEEN CHARGED TO DEPRECIATION DURING THE PAST YEAR ON THIS ITEM? 

STOCKS, BONDS AND INVESTMENTS— GIVE DESCRIPTION AND HOW VALUED: 



MACHINERY. EQUIPMENT AND FIXTURES-ASSESSED VALUE I ,i.,.., 

WHAT AMOUNT HAS BEEN CHARGED TO DEPRECIATION DURING THE LAST YEAR ON THIS ITEM? .„ ,.i.. 

Size of origmal 7%xl0l4 
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UWD AND BUILDINGS^ 



COSED IN BUSINESS t.. 



f OTHER t. 
















Trru IK WsoH Mau 


ABsasBp Valui 


ApTEilBCD VaLITB 


MoBimata 


Imsuruicb 


fixNULS Bkcxivid DmUMO 
Un Fiscal YxAB 






s 


s 


s 


s 


s 































BY WHOU APFRUBEDI.. 



IF BOOK VlLDE HAS DECREASED OR INCREASED DDRING TEE YEAR. ACCOU.ST FOB SAME.. 



HAVE YOn ANY LEASEHOLDS NOT UENTIONED IN YODR ASSETS! _ GIVE DETAILS- 



OTHER ACTIVE ASSETSs-ImoziL 



DUE FROM COKTROUED OR ALUEO CONCERNS:- 
















Mau or CoKcnN 


LOOATTOB 


Fob Astahcss 


Tmiia , 


Fob McBOBurDiBtf 


Teoui 






s 




s. 





























DETAILS RELATIVE TO LIASUITIES 
NOTES PAYABLE-mUE YOUR BANES AND BBOEEBS AND LINE VITH EACH; 



VHAT TIME OF THE YEAE DO YOB BOBBOV OF YODB BANESt TBROnOH 

OTATE MAXIMDM AMODHT BOBBOWED FROM ALL SOHEOES DURING HSCAL TEAR JUST CLOSED S 

DO TOUR BRANCHES OR ALLIED CONCERNS BORROW LOCALLY? WHEREI , 

DO YOD BORROW CONTINUOUSLY IN OPEN MARKBTL FOR MERCHANDISEf.^. 

OTHEEWISEt. AMOUNT OP YODH NOTES PAYABLE SECURED BY COLLATERAL S ,.^.u..„. 

DESCRIBE THE COLLATERAL i - 



ACCOUNTS PAYABLE— WHAT ARE TOUR AVERAGE TERMS OF FDRCHASE!... 

DO YOUPBCOUNTI ANTICIPATE!.. 

FDRCHASE IN LARGE QUANTITIES 



. NAME A FEW CONCERNS FROM WHOM YOU 



DEPOSITS OP MONEY Wrra ME-ON TIME OR DEMAND! 

FROHWEOUt. RATE PER CENT PAID!.. 



CHATTEL MORTOAGES— TO WHOM!, ..DATE OF MORTGAGE! -. TERMS OF PAYMENT! . 

ON WHAT ASSETS A LIEN! ...-.....:.. ,;: DOES ITREPRESENT A PART OF PURCHASE PRICE! 

BOBS IT BEPRE3ENT BORROWED MONEY!. :. 

LEASES— ARE TOO LEA8IN0 ANY PROPERTY! WHAT ARE THE TERMS OP THE LEASES! 



Size of original lY/^ x lOj^ 



OIHEK CUnnENT UABIUTIES-nmiK 



MISCELLANEOUS 

INSURANCE-ON MERCHANDISE ». CREDIT t 

LIFE t. WHO IS TEE BENIFIOlARYt 

BOW XONo'eNGAGED IN PRESENT BUSINESSI 

WHAT AMOUNT OF CAnTAL DID YOU START WTTH AND OF WBAT DID IT CONSISTt. .. 



LIABILITY t.. 



WHAT AMOUNT OP CAPITAI, HAVE YOB CONTRIBUTED SINCEI 

13 THERE AN1[ OTHER PERSON INTERESTED IN YOUR BUSINESS, EITHER AS SPECIAL OR UUITED PARTNERt.. 



ARE YOU A PARTNER IK ANY FIRM! _ 

WBAT IN YOUR OPINION IS THE NET WORTH OF EACH ENDORSER ON YOUR NOTEST. . 



HAVE YOU ANY ASSETS, OTHER THAN REAL ESTATE, PLEDGED OR HYPOTHECATED IN ANY WAY!.. 



! sf :<• ■ 



ANY INDIVIOnAL DEBTS NOT INCLUDED IN THE STATEMENT) ; 

ANY INDIVmUAL ASSETS NOT INCLUDED IN THE STATEMENT! 

■ TIME OF YEAR RECEIVABLES GENERALLY MAXIMUM HINIUmi 

TIME OF YEAR MERCHANDISE GENERALLY MAXIMUM MINIMUM I........... 

STATE GROSS E(ALES TOR THE PAST THREE YEARS-10 1 19 1 II I. 

WHERE IS YOUR PRINCIPAL BALE9 TERRITORYt ; ....J........ 

IF YOUR BOOKS BAVE BEEN AUDITED BY A CERTIFIED PUBLIC ACCOUNTANT, GIVE NAME OF ACCOUNTANT AND DATE OF AUDIT.. 



ARE TBERE ANY JUDGMENTS UNSATISFIED, OR SUIT^PENDINO AGAINST YOU, AND FOR WHAT AMOUNT! . 



GIVE DATE Yon SEGULABLY TABZ INVENTORY AND CLOSE YOUR BOOKS... 



Th» feragolno statamanta and datalls pertolnlno Iharato. both printed and written, tiave bean carefully read by the lindaralaned» and I liaraby ■olamnlv 
declare and certify that aame l> a full and correct exhibit of my financial ccnditlon, *' 



DATE SIGNED I«.. 



NOTE : -If you have any difficulty In fllllno In the foreoalng atatemente and queatlonary, the Credit Department cf thie bank la prepared tc a....... ,— 

courteous and Intelligent aervlce i In fact, wo acllolt your ec-operation and acquaintance with cur credit methcde. .. yA 'k. 



Size of original 7}4 x lOj^ 
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FINANCIAL STATEMENT CLEVELAND CLEARING HOUSE ASSOCIATION FORM 



NAME or rmt 



PARTNERSHIP 



lOCATlOM OF PLANT? 



To THE CLEVELAND NATIONAL BANK, Cleveland, Ohio. 

TOE THE PDRPOBE OP PROOmUNG CHEDIT PROM TIME TD TIME WITH YOO. POE ODE NEOOTIABLE PAPEE OR OTHERWISB, WE PDENBH THE POL 

lOWmo AS A TRUE AND OORBBCT STATEMENT OP ODE PINAMOIAL OONDmON o w i j, fyjjy bESXBY AQBEE TO 

NOTIPy YOD IMMEDUTELTra WEITINO. OP ANY MATEKIALLY UNPAVORABIiE CEANQE IN OUR PINANCUL COHfilTION IN THE ABSENPI! np imrH wrm™ 



_ _ .aum ABflxNci Of Aht Auoukt, Ikbirt C 
WnH Tnr Wiu. Amswkb m Qhwiohb Couktlt. i 


OM A1 


IK SupmirT Pa 
Bonou or Pona 


no. Anna Au, QmBon on Fouownn Paos. Dii m 

1H PAOI.) 


WoiM 


»Ym," 


"No'' o> 


"Now". 


ASSETS 


D0LUR8 


CENTS 


UABIUTIES 


DOLLARS 


CENTS 


CASH ON HAND 










NOTES PAYABLE TOR MERCHANDISE 










CASH IN BANK 




















NOTES RECEIVABLE OP CCSTOMEBS- 
DUE WITHIN M SAYS 










NOTES PAYABLE POR PAPER SOLD 










NOTES EECEIVABLB OP CUSTOMEES- 
DOE BEYOND K DAYS 










NOTES PAYABLE TO PARTNERS 










A0CODNT8 RECEIVABBE OP CUSTOMERS 










NOTES PAYABLE TO OTHERS 










MEECHANDISE-PINISHED 










ACOOUWrS PAYABLE-NOT DDE 










MERCHANDISE-IN PROCESS-UNPINISHED 










AOOODNTS payable-past DDE 




/' 




, - 


MEEOHANDISE-RAW MATERIAL 










ACCOUNTS PAYABLE TO PARTNERS 




















DEPOSITS OP MONEY WITH THIS COMPANY BY 
PARTNERS AND OTHERS , 




















ANY OTHER CURRENT LIABIUTIES 
(Imnn oif Pam 4) 








. . 


, 










/ . 






f 


















■'•■', 
















' 




1 ' 


"- 




TOTAL ACtlVE ASSET* 










TOTAL eURREirr UAIIUTIES 






> 




nm? VROM CONTHnLT-ED- POE MERCHANDISE 






, 




MORTGAGES OR LIENS ON REAL ESTATE 










OR ALLIED CONCERNS 

POR ADVANCES 


, 








CHATTEL MORTOAOES 










STOCKS. BONDS AND INVESTMENTS 










ANY OTHER LUBILmES-Imia 




~ 






LAND 




































1 




HACBINErV. EQUIPMENT AND PIXrnRES 




















: apRSESk WAGONS AND AOTOHOBILEg 






/ 














NOTES. RECEIVABLE-DDE FEOU PARTNERS 
, AND'EMPLOy^S. . 










TOTAL UABIUTIE3 










/«?sjra^*iifeg5sr" 




' 






RESERVES-Inxm 










GOOD WILL. PATENTS AND TRADE HARES 


/ 


















OTHER ASBETS-lTMn 












- 








- 






























NET WORTH 










'■ 1 




















TOTAI. 








TOTAL 











coNTrNGEirr uahi 



lHyc 



UPON RECEIVABLE^ filSCODNlto OR PLEDGED 






• ,-. 


■^■M 


UPON ACCOMMODATION PAPER OR ENDORSEMENTS 










DPON H0IE3 EXCHANGED WITH OTHERS 










cunouiBtr accgonts sold and assigned 










ASOITAUDTOE POR OTHERS ON NOTES, CONTRACTS, ETC. 










POE BONDR OR UNFINISHED CONTRACTS 










""^"'*' . ^ 






Lj 





Size of original J^J^x W/t 
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VqilDiKSEp PROFIT AND LOSS STATEMENT FOA niCALVCAII E 


HDINO. 




■ n 






EXPENSE 










income' 










COST OF MATEKUL OR MERCHANDQE CONSUMED 










NBTSAIES 










AOTOAI. EXPENSE OF CONDUCTINQ BUSINESS 
.jHOLtiDiNa Rent. TaxiA, Iksdiukci, Etc. 










FROM INVESTMENTS 










SAHHIE? PAID TO PAHTNERS 










FROM ntsbotraw on pmicHAsfes 




■ ' -s: 






INTEREST ON BORROWED MONEY 










FROM OTHER BOimCES-Ininu 










Sad j>EBTs!bHAROED off ? 




















DEPRECIATION OHAROED OFF 










■ 




, I 






Nifr'PROFlTS 






,.„ 










- 


t_ ' 


tota£ 










TDTAl 











' HECOHCILEMEHT'Or Np- WORTH 

• NET W0BT8 AT CLOSE OF PEEVIOUS-WiCAI/ YEAS'. .1 4...: ,- 

: lESS CHABOES NOT AFPUCABI£ lb OOTBENT YBAR... ...^ Sl—J.. — ;.^ i . Jt.. 

', ADD NET PROFITS AS ABOVE ; liJ.....l........L^..i. «... 



LB8S-WITBDBAWAU By PARTNERS. OTHER TBAN SAIABIBS AS ABOVE ( 



NET-WORTH^^Sw linrt mm) -• -. i- 

> DETXIU RELATIVE TO ASSET* 

; CASH-NAMES OF ALL BANKS VEERB AbCODNTB ARE HADITAINED. 



AU ant ACCOUNTS SDBJEOT TO NOTICE BEFORE VITEDRAWALt AMOUNT I 

0(08 TBE AUOUNT EEPORTED AS CASH ON HAND COtrrAIN AI»TTHINa OTHER THAN LEOAL MONETt 1. 

; NOTES nECnVASlE OF CUSTOMERS-VQA^ .t,UOUI(T DOES NOT REPRESENT MERCHANDISE BAlESt .y .'.... .., , 

'". REPBESElTrS WHAT? -.; , w — ... — . — ._..-. 

VHAT AMOUNT REPRESENTS OPEN ACCOUNTS SETTLED Bf NOTEEI AMOUNT TOU EROBABLVimi. NOT BE ABLE 

TodOLLECTI. AMOUNT OVERDUE? „.'... .... AMOUNT RENEWED OB t 



I 



MCOUNTS RECEIVABLE OF CUSTOMERS-VHAT AMOUNT DOES NOT BZFBESENT MERCHANDISE BALESI .. 



REPSESENTO WBATT - 

I 

AMOUNT TOU FEOBABLT WHL NOT BE ABLE TO COU^DTT. , AUOUNT OVERDUEI.. 

WHAT ABE YOUR ATSBAQB TEKMg OF BAlEr .". 

OIVB NAMES OF A FIW CONCERNS TO WHICH TOU SELL IN LARGE QUANTITIES; 



MERCHAHOISE-LASr INVENTORY TAKER ^T WEOHt,. 



VALUED AT COST, OS' IMXEET MICC AT DATE OF INVENTORY. OR ON WOaT BASIS— KHl nNIB^DI .. 
FDR DNIUtlSHED IN FRbCESST. FOB RAW MATEBIALf 



. AMOUNT PLEDGED AS BEOURTrVt.. 



ANV RECENTLY RECEIVED AND INCLUDED IN YOUR ASSETS FOR WBICB THE INVOICES HAVf NOT YET BEEN ENTERED AS ACCOUNTS PATABLEt.. 



( 



♦MOUNT IN OUTSIDB WAREHOUSESt 

AMOUNTHELD UNDER TRUST RECEIPTt. , ; ,,.... UNDER CONSIQNUENTt 

IS BTOCE FRESH AND SALABLE THROUGHOUTT. AVXRAQE AMOUNT OF STOCK CARRIIDt.. 

WHAT AMOUNT HAS BEEN CHARGED TO DEPRECUTION DURING THE PAST YEAR ON THIS IT^t 

ftTOCKS, BONqs AND INVESTMENTS-OIVE. DESCRIPTION AND HOW VALUED: 



iMACHINERr, EQUIPMENT AND FIICTURES-ASSESSED VALUE I 

1 , - .' 

' WHAT AMOUNT HAS BR( CHARGED TO DEr»E«ATION DURING THE LAST YEAR ON THIS ITEMt „.. 

S.jpe of oEiginal 7 J^ x lOj;^, 
92 



(oatD M BnHDitat I.. 



. JQJBTOI. 














DMBmwii'W&aGuuir 


nnanrWnnNiu 


jbnuroVun 


ArffuniD'VAbva 


MOBTOiOU 


ImnxMoa 


UarFnuiiYiu 






» 


% 


% 


s , , 


s 


























*.' 





BY WHOM APTBAIBEOt. _ WHENT.. 

IF BOOK Tjam HAS DxoBiiaiD OB mcutiBED mnam tm tiab/aocodnt iob sun: ; 



BAVB YOO ANT UUBEHOLDS NOT UEMtlONID IN TODB ISSETSt... QIVE I)ETAII&... 



OTHER ACTIVE ASSETSi-Ii 



DUE FROM CONTROLLED OR ALLIED CONCI 


alHS:- 










. 




Naks OW CoKCDIf 


u«™. 




Ton 


Fdf UnciiibiD 


Tiun 


• , ' ' 




* 




'f^V^r., 


> 



























NOTES BECflVASLE-DUE FROM PARTNERS AND EMPLOYEES. 




■■, 


~ 






Mau 


Awram 

* 


' Tm M 

DBUMD 


Dati or 
Non 


DulfDATI 


n R VitnnnnvGRBiB'iiT 
WaoLi OB n PamT 


-tin 
Banmast 


Smt 




t 


- 













































ACCOUNTS RECEIVABLE-OUE FROM PARTNERS AND EMPLOYUS. 



Nau 


Ahodkt 


Dan 


-Datb Dm 


biT 
BHimilbt 


Hour 


AooomT REnBUim What! 


' 


I 


' 












■ 



























DETAILS RELATIVE TO LIABIUTIES 
MOTES PAYABLE-NAME YOUS BANES AND BS0KEB8 ANl) LINE VTTB EACH: 



WHAT.TIMB OF THE YEAR DO YOff BOSEOW OF YOUR BANKSI .....THROUGH BROKEKSt 

8TAT^ MAXIMUM AMOmn BORROWED FBOM ALL SOURCES DURING FISCAL YEAR JUST CLOSED t 4. 

DO YOUR BRANCHES OR AUmD CONCERNS BORROW LOCALLY! v ,....WHEBE» ,.... 

DO YOO BORROW COjTTINDOUBLY IN OPEN MARKEO FOR MBRpHANDISpi.. .....\... 



AUOUNTOF YOUR NOTES PAYABLE SECORED BY COLLATERAL I.. 



DESCRIBE THE COLLATERAL.. 



i 



Kcoinrre pa»a»le-wbat are your average terms of ruROBASEt ^ .• 

DO YOU DI8000NTT .■; ANTIOIPATEr NAJO A lEW CONCERNS FROM WHOM YOU 

PURCHASE IN lABOBUnANTtriES;., ,. 

- 1 '_ 

i ■ ' 1 ■ 

- : " ,...-.-■ - x-rrr::. • :•: : : "• 



Site of ori^ma^PA x IQH 
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tMraSITS OP HON^ WITH TBIS COMPAKYllT rAETNEHS OE OTHEBS-ON TIMB OH DEMAKDr 

raouvBOU! rate peb cent wmr....!...;.. 



CHATTEl. MOnTGAOES-TO BHOMr. ,. i...DAtB OP MORTOAaEt...-. TEEMS OP PAYMENTt.. 

On what assets a UEHt...: i DOES IT EEPaESENT A PAIIT OP PDEOHASE WaOEI.....T 

DOES miEPBE3EKT BORROWED MONEY?. 

|IEA8E8-ARB YOD lEABINQ ANY PHOPEHTV? WHAT ARE THE TERMS OF THE LEABESf 



OTHEA CURRENT UUIUTIES-immi: 



MISCELLANEOUS 



INIURANCE-ON MERCHANDISE • CREDIT I 

CNDORSERS^VBAT.IN YODB OPINION, IS THE NET WORTH OP EACH 



:. LIABILITY • 

OUTSIDE OF INTEBEST IN 1 



Nmu or Gbhuu Vixnaam. 


Addhsbb. 


Ahouht CoNmuDno. 


OinsioiNkTWoBni. 










- 


















> 










' * 




Vuaa Off SffXcuL Tixnaam. 

1 


Addrub. 


, AmODNT CoiRKIBimD. 


Uwa. 



























CONNECTIONS OF EACH PABTNEB IN OTBEB BUSINESS. IP ANY.. 



QITBDATE OP OROANIZATIOH OP PABTNERSHIP....1 .'....^-DATB OP EXPIRATION 

TIME OP YEAR EECEWABLES OENEEAUY MAXIMUU MINIMUM 

TIME OF YEAR MEECHANDEE OEWaiLCY MAXIMUM MINIMUM „ .-.. 

STATE GROSS SALES POE THE PAST THEEB YEAES-W I ,.« I ;..« t 

WHEBE IS YOBE PEINOIPAt SALES TXBBITOEYI J. 

IF YOUB BOOKS HAVE BEEN AUDTTED BY A CERTIFIED PUBUO ACCObNTANT, GIVE NAME OP ACCOUNTANT AND DATE OP AUDIT.. 



ARE THERE ANY JUDGMENTS UNSATISFIED, OE SUITS PENDING AGAINST YOUR FIRM OR ANY MEMBEB THEREOF, AND FOR WHAT AMOUNTT.. 
OIVE DATE YOUBEaOLABLY TAKE INVBNTDEY AND CLOSE YOUB BOOKS 



Th« fortfloing lUt^inxiti und d«Ulli parUInIng Ihsreto, both printed and written, hwtf liHn oarafulty raad by tha undaralgnad. and 1 haraby aolamniy 
^ daolara and oartify that aama Is a full and oorraet axhibit of our financial oondlllon. t 



SATE SIGNED.. 



..It BY.. 



(Hamaa or wan) 



NOTE: If you hava any diffloulty In flllliig In tha foragoing statamants and quastlonary, tha Cradit Dagartmant of thia bank Is praparad to #xtand yM 
* gourlaous and Intalllgant aarvlq* j..(n faQt,.wa aollolt your oo-oparatlon and aoqualntanoa with our cradll mathods. 
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FINAI 

CORPOKATE NAME 



CORPORATION 



BUSINESS 


MAIN OFFICE 


LOCATION OF PLANT 


BRANCHES 


To THE CLEVELAND NATIONAL BANK. 


Cleveland, 


O. 



FOE THE PHEPOSE OF PEOCUEINO OEEDIT FROM TIME TO TIME WITH YOU. FOE OCE NEGOTIABLE PAPER OE OTHEEWISE. WE FURNISH THE luu- 

4 
lOWINO AS A TRUE AND OOEEECT STATEMENT OP CUE FINANCUL CONDITION ON 1 9 , AND HEREBY AGREE TO 

NOTIFY YOU IMMEDUtELY IN WRITING, OF ANY MATEEIALLY UNFAVOEABLE CHANGE IN OUR FINANCIAL CONDITION. IN THE ABSENCE OF SUCH NOTICE 
OR A NEW AND FULL WEITTEN STATEMENT, THIS IS TO BE CONSIDERED A3 A CONTINUING STATEMENT. AND THAT OUR PECUNIARY RESPONSIBILITY HAS 
NOT FALLEN BELOW THE CONDITION HEREIN SET FOETH. 

(Ih ms Absence of Akt Auouht, Insgiit Cipbzbb in SrhTsntrr Forms. AiranxB All QmsnoNB on Followino P&oes. Uis tbb Wobss "Ym," "No" or "Nonb" 
Whtn Thbt Will Answer the Questions Corrkctlt. Sign at Bottom ot Fourth Paoe t 



ASSETS 


DOLLARS 


CENTS 


LIABILITIES 


DOLLARS 


CENTS 




CASH ON HAND 










NOTES PAYABLE FOE MEECHANDISE 












CASH IN BANK 










NOTES PAYABLE TO BANKS 












NOTES EEOEIVABLE OF CUSTOMEES- 
DUE WITHIN 90 DAYS 










NOTES PAYABLE FOE PAPER SOLD 












NOTES EECEFVABLE OF CUSTOMERS- 
DUE BEYOND 90 DAYS 










NOTES PAYABLE TO OFFICERS. DIEECT0R3 AND 
STOCKHOLDERS 












ACCOUNTS RECEIVABLE OF CUSTOMERS 










NOTES PAYABLE TO OTHERS 












MERCHANDISE-FINISHED 










ACCOUNTS PAYABLE-NOT DUE 












MERCHANDISE-IN PROCESS-UNFINISHED 










ACCOUNTS PAYABLE-PAST DUE 












MERCHANDISE-RAW MATERIAL 










ACCOUNTS PAYABLE TO OFnCEES, DIRECTORS 
AND STOCKHOLDERS 












OTHER ACTIVE ASSETS— (Itemize on Paor 3) 










DEPOSITS OF MONEY WITS THIS COMPANY BY 
OFFICERS AND OTHERS 






















ANY OTHER CURRENT LUEILITIES- 
([temok on Paoe 4) 














































































TOTAL ACTIVE ASSETS 










TOTAL CURRENT LIABIUTIES 












rmv. moM rnNTBnTT.m ' FOR MERCHANDISE 










MORTGAGES OR LIENS ON REAL EST.tTE 












OR ALLIED CONCERNS ) 

(FOR ADVANCES 










BONDED DEBT 












STOCKS. BONDS AND INVESTMENTS 










CHATTEL MORTGAGES 












LAND 










ANY OTHER LIABD^ITIES-Itemize 












BUILDINGS 






















MACHINERY. EQUIPMENT AND FIXTURES 






















HORSES. WAGONS AND AUTOMOBILES 






















NOTES RECEIVABLE-DUE FROM OFFICERS. 
STOCKHOLDERS AND EMPLOYEES 










TOTAL LIABILITIES 












ACCOUNTS RECEIVABLES-DUE FROM OFFICEr.S. 
STOCKHOLDERS AND EMPLOYEES 










RESERVES— Itemize 












GOOD WILL. PATENTS AND TRADE MARKS 






















OTHER ASSETS— iTEMIze 
































CAPrPAL STOCK-PREFERRED OUTSTANDING 






















CAPITAL STOCK-COMMON OUTSTANDING 






















UNDIVIDED SURPLUS 












TOTAL 










TOTAL 












CONTINGENT LIABTLITV OF ANY KINO 




UPON RECEIVABLES DISCOUNTED OE PLEDGED 












UPON ACCOMMODATION PAPER OR ENDORSEMENTS 












UPON NOTES EXCHANGED WITH OTHERS 












CUSTOMERS' ACCOUNTS SOLD AND ASSIGNED 












A3 GUARANTOR FOR OTHERS ON NOTES. CONTRACTS. BTO. 












FOR BONDS OE UNFINISHED CONTRACTS 












FOR LEASES 
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CONUENSED PROFIT AND LOSS STATEMENT FOR FISCAL YEAR ENDING.. 



EXPENSE 










INCOME 






- 


^ = 


COST OF MATERIAL OH MERCHANDISE CONSUMED 










NET SALES 










ACTUAL EXPENSE OF CONDUCTING BUSINESS 
iNCLUDINd Rbnt, Taxes iMBnHANCB, Etc. 










PROM INVESTMENTS 










SALARIED PAID TO OFFICERS 










FROM DISCOUNTS ON PURCHASES 










INTEREST ON BORROWED MONEY AND BONDS 










FROM OTHER SOURCES-Itiwizb 










BAD DEBTS CHARGED OFF 




















DEPRFJJIATION CHARGED OFF 




















NET PROFITS 




















TOTAL 










TOTAL 











RECONCILEMENT OF SURPLUS 

UNDIVIDED SURPLUS AT CLOSE OF PREVIOUS FISCAL YEAH t 

LESS CHARGES NOT APPLICABLE TO CUEEENT YEAR » =1.. 

ADD NET PROFITS AS ABOVE t^ 

LESS DIVIDENDS | ™EFERRED ( PER CENT) «... 

( COMMON ( PER CENT) I^ 

UNDinPED SURPLUS 



DETAILS RELATIVE TO ASSETS 
CASH-NAMis OF ALL BANKS WHERE ACCOUNTS ARE MAINTAINED 



ARE ANY ACCOUNTS SUBJECT TO NOTICE BEFORE WITHDRAWAL! AMOUNT S 

DOES THE AMOUNT REPORTED A3 CASH ON HAND CONTAIN ANYTHINO OTHER THAN LEGAL MONEYT 

NOTES RECEIVABLE OF CUSTOMERS-WHAT AMOUNT DOES NOT REPRESENT MERCHANDISE SALESI 

KEPRESENTS WHAT? 

WHAT AMOUNT REPRESENTS OPEN ACCOUNTS SETTLED BY NOTESI AMOUNT YOU'PUOBABLY OTLL NOT BE ADLH 

TO COLLECn AMOUNT OVERDUE? AMOUNT RENEWED OR EXTENDED! 

ACCOUNTS RECEIVABLE OF CUSTOMERS— WHAT AMOUNT DOES NOT REPRESENT MERCHANDISE SALES! 

REPRESENTS WHAT! 

AMOUNT YOU PROBABLY WILL NOT BE ABLE TO COLLECT! AMOUNT OVERDUE!. 

WHAT ARE YOUR AVERAGE TERMS OF SALE! 

GIVE NAMES OF A FEW CONCERNS TO WHICH YOU SELL IN LARGE QUANTITIES: 



MERCHANDISE-LAST INVENTORY TAKEN BY WHOM! WHEN! 

VALUED AT COST. OR MARKET PRICE AT DATE OF INVENTORY OR ON WHAT BASIS— FOR FINISHED! 

FOR UNFINISHED IN PKOOESS! FOR RAW MATERIAL! AMOUNT PLEDGED AS SECURITY! 

ANY RECENTLY RECEIVED AND INCLUDED IN YOUR ASSETS FOR WHICH THE INVOICES HAVE NOT YET BEEN ENTERED AS ACCOUNTS PAYABLE!.. 



. AMOUNT IN OUTSIDE WAREHOUSES! i 

AMOUNT HELD UNDER TRUST RECEIPT!. UNDER CONSIGNMENT! 

IS STOCK FRESH AND SALABLE THROUGHOUT! AVERAGE AMOUNT OF STOCK CARRIED!., 

WHAT AMOUNT HAS BEEN CHARGED TO DEPRECIATION DURING THE PAST YEAR ON THIS ITEM! 

STOCKS, BONDS AND INVESTMENTS-GTVE D^RIPTION AND HOW VALUED: 



;MACHINERY, EQUIPMENT AND HltTURES-ASSESSED VALUE t , 

irUT AMOUNT EA3 BEW CBAROED TO DEPRECIATION DURING THE LAST YEAR ON THIS ITEM! . 

Size of original 7j4 x Wyi 
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Dbscriftioh Am, Locatioit 


TrruB Iff Wbom Kim 


Abbuud VALin 


AppnAiMD Valdb 


MOHTOAOIS 


ItTBUIUNCl 


RiNTALB Received DnniNO 
Last FiacAi. Yua 






S 


s 


s 


$ 


«. 































BY WHOM APPRAISEDt WHENt.. 

IF BOOK VALUE HAS DECREASED OR.INCREASED DURINQ THE YEAB, ACCOUNT FOR SAME 



HAVE Yon ANY LEASEHOLDS NOT MENTIONED IN YOUR ASSETS!. GIVE DETAILS- 



OTHER ACTIVE ASSETS:— ITIKIZI. 



DUE FROM CONTROLLED OR ALLIED CONCERNS:- 










NaUB or COKCIBK 


Location 


For Advances 


Terub 


For Merchandisb 


Terms 






s 




s 





























NOTES RECEIVABLE-DUE FROM OFFICERS. STOCKHOLDERS AND EMPLOYEES:- 










Kaus 


,A«oo^-T 


Time or 
Dbuamd 


Datb or 

NOTB 


Dub Date 


la IT A, Rehewal Either in 
Whoi.« or in Part? 


I3 1T 

SlcuredT 


HowT 




s 















































ACCOUNTS RECEIVABLE— DUE FROM OFFICERS, STOCKHOLDERS AND EMPLOYEES:- 



NAin 


Amount 


Date 


Datb Dub 


laiT 
Secured? 


How? 


Account RBPHESENTa What? 




s 









































DETAILS RELATIVE TO LIABILITIES 
NOTES PAVABLE-NAME YOUR BANKS AND BROKERS AND LINE WITH EACH; 



WHAT TIME OF THE YEAR DO YOU BORROW OF YOUR BANKS? ., THROUGH BROKERS!.. 

STATE MAXIMUM AMOUNT BORROWED FROM ALL SOURCES DURING FISCAL YEAR JUST CLOSED I 

DO YOUR BRANCHES OR ALLIED CONCERNS BORROW LOCALLY: WHERE! 

DO YOU BORROW CONTINUOUSLY IN OPEN MARKET! FOR MERCHANDISE! 

OTHERWISE? AMOUNT OF YOUR NOTES PAYABLE SECURED BY COLLATERAL I 

DESCRIBE THE COLLATERAL 



ACCOUNTS PAYABLE-WHAT ARE YOUR AVERAGE TERMS OF PURCHASE? 

DO YOU DISCOUNT! ANTICIPATE! NAME A FEW CONCERNS FROM WHOM YOU 

PURCHASE IN LARGE QUANTITIES; ; 
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DEPOSITS OT MONEY WITH THIS CORPOfiATION BY OFFICEHS OR OTBEKSrOK TIMS OR DEMANiDf ............,...„.„„...„ 

FROM WHOMt RATE PER CENT PAID:.. 



BONDED DEBT— WHEN DUEt WHAT RATET ON WHAT ASSETS A LIENf. 

AMT. AUTHORIZED ( AMI. ISSUED ( WHO 13 TRUSTEEt. 

PROVISION FOR RETIRBMENT 

CHATTEL MORTGAGES— TO WHOMI DATE OF MORTQAGEr TERMS OF PAYMENTf.. 

ON WHAT ASSETS A LIENI. DOES IT REPRESENT A PART OP PURCHASE PRICE? 

DOES IT REPRESENT BORROWED MONEYI .-. 

LEASES— ARE YOU LEASING ANY PROPERTYf WHAT ARE THE TERMS OE THE LEASES? 



OTHER CURRENT LIABILETIES— ITIMIZS: 



MISCELLANEOUS 

CAPITAL— HOW PAID INI-CASH I OTHER PROPERTY AND HOW VALUEDf.. 



i 
ARE PREFERRED STOCK DIVIDENDS CnMULATIVET DIVIDEND HATEJ PRESENT UNPAID ACCUMULATION ».. 



ORGANIZED UNDER LAWS OP WHAT STATE! _ ARE YOUR BRANCHES INCORPORATED SEfARATELYT 

IN VTHAT STOCK IS VOTING POWER VESTED? HOW! 

msURANCE-ON MERCHANDISE t CREDIT 8 LIABILITY S LIFK I.. 

ENDORSERS— WHAT IS THE NET WORTH OF EACH ENDORSER OUTSIDE OF INTEREST IN THIS BUSINESS? 



OFFrCERS AND DIRECTORS (Ni.in IH Full) 


NUUBIB 

Shaus 

HSLB 


ADDHBaa 




Pfd. 


Con. 




PRESIDENT 








VICE PRESIDENT 








SECRETARY 






























1 ' 



TIME OF YEAR RECEIVABLES GENERALLY MAXIMUM MINIMUM _ 

TIME OF YEAR MERCHANDISE GENERALLY MAXIMUM MINIMUM , 

STATE GROSS SALES FOR THE PAST THREE YEARS— 19 S 19 ! - 19 » 

WHERE IS YOUR PRINCIPAL SALES TERRITORY? ■ 

IF YOUR BOOKS HAVE BEEN AUDITED BY A CERTIFIED PUBUO ACCOUNTANT. GIVE NAME OF ACCOUNTANT AND DATE OF AUDIT., 



ARE THERE ANY JUDGMENTS UNSATISFIED, OR SUITS PENDING AGAINST YOUR CORPORATION, AND FOR WHAT AMOUNT?.. 
GIVE DATE YOU REGULARLY TAI£E INVENTORY AND CLOSE YOUR BOOKS. 



The forigolng Btitamenis and details pertaining thereto, both printed and written, liave been oarefulll read by the undersigned, and I hereby selsmnly 
deolare and certify that eame Is a full and correct exhibit of cur financial condition. 



CORPORATE NAME.. 



...19 BY._ 

(oriicaa s Tnu mm bb omH) 



NOTE: If you have any difficulty in flllino In the foreaoing etatemente and questlonary, the Credit Department of this bank Is prepared \o extend yr 
'oourteous and Intellloent service; In fact, we solicit your co-operation and aoqualntence with our credit methcde. 
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FINANCIAL STATEMENT 



CLEVELAND CLEARING HOUSE ASSOCIATION FORM 



INDIVIDUAl, 



To THE CLEVELAND NATIONAL BANK, Cleveland, Ohio. 

FCr> TIIZ I'piif OSE OF FROCUSIMG CREDIT FROM TIME TO TIME WITH YOH. FOR MY HEOOTIABLE PAPER OR OTHERWISE. I FURNISH THE FOL- 



lOWIHO AS A TRDE AND CORRECT STATEMENT OF MY FINANCIAL CONDrnOH 0H_ 



-19- 



, AND HEREBY AOSEE TO 



NOTIFY YOO IMMEDIATELY IN WRITING. OF ANY MATERIALLY UNFAVORABLE CHANGE IS MY FINANCIAL CONDITION. IN THE ABSENCE OF SUCH NOTICE 
OR A NEW AND FULL WRITTEN STATEMENT. THIS IS TO BE CONSIDERED A3 A CONOTUINO STATEMENT. AND THAT MY PEOUNUEY RESPONSIBILITY HAS 
NOT FALLEN BELOW THE CONDITION HEREIN SET FORTH. ., „ 

(Ik Tarn Absencc or Ant Auoiiht. Insert Ciphbrs iif STA-matn Forms. Akswkb Au. QuisnoNS oit Followimii Pagb. Usb trc Words "Yes. "No or "Noki 
Wbih TmT Will Answer the QtTESTioNS Cobbbcilt. Sioh at Bottou or Second Paob.) 



ASSETS 


DOLLARS 


CENTS 


UABIUTIES 


DOLLARS 


CENTS 


CASH ON HAND AND IN BANK 




















ACCOUNTS DUE ME-GOOD 










NOTES OWED BY ME-WITH SECURITY OTHER 
THAN REAL ESTATE 










UNSECURED LOANS DUE ME-OOOD 










NOTES OR MORTGAGES OWED BY ME— WITH 
REAL ESTATE A3 SECURITY 










SECURED LCiANS DDE ME 










NOTES OWED BY ME— WITH CHATTEL 
IViORTGAGE AS SECURITY 










MORTGAGE LOANS DUE ME 










ACCOUNTS OWED BY ME 










FARM PRODUCTS ON HAND 










ANY OTHER INDEBTEDNESS-ITEMIZE 










LIVE STOCK ON HAND 




























































LAND 




















BUILDINGS 




















FARM IMPLEMENTS AND MACHDDSHY 




















ANY OTHER PROPERTY OB INVESTMENTS- 


















































TOTAL LIABILITIES 




















NET WORTH 










TOTAL 










TOTAL 











CONTINGENT UABIUTV OF ANY KIND 



ON NOTES OF OTHERS ENDORSED BY ME 










AS GUARANTOR FOR ACCOUNTS AND NOTES OF OTHERS 










ON NOTES EXCHANGED WITH OTHERS 










A3 BONDSMAN OR SURETY FOR OTHERS 










FOR LTASES 










OTHER THAN ABOVE SPECIFIED 





















UND AND BUILDINGS:— 



DETAILS RELATIVE TO ASSETS AND LIABIUTIES 





Ttns iif Whos> Nauz 


AsaESSBD V4LUB 


AppniiBBD ViLn* 




Insuiuhce 


RiKTALs nwcLinn Uvama 
LabpFbcalYeab 






s 


s 


s 


s 


s 
















^:r,-, 

























































BY WHOM appraised; ..„......„_ WHENI.. 

TAXES PAID TO WHAT DATEt •. 
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18 THESE ANT OTHER FESSOII INTEBESTED IN YOUK BUSINESS JTTaER A3 SPECIAL OR UHITED FAKTNERt.. 



ABE Ton A FARTNER IN ANT FIRMr.. 



ARE THERE ANT JUDGMEN13 UNSATISFIED, OR SUITS FENDING AGAINST TOU, AND FOR WHAT AMOUNT! . 



IS TOUR UFE INSnREDI AMOUNT:. 

WHO IS THE BENEFIOIABlr 

E4VE YOU ANY LEASEHOLDS NOT MENTIONED IN YODB ASSEIST; 

GIVEDETAIU 

WHAT IN TOUR OHNION IS THE NET WORTH OP EAQH ENDORSER ON YOUR NOTESr.. 



ARE ANY OF YOUR ASSETS, OTHER THAN REAL ESTATE, FLEDGED OR HYPOTHECATED IN ANY WAY7.. 



NOTES OWED BY ME:- 












To Whom Gives 


Amoukt 


Din 


Wheh Dub. 


IdTBaEST RiTB 


Descriwios or SKtmiriM TLedced. 




S 















































ACCOUNTS OWED BV ME:- 



To Wsoif 


Auounr 


When Din 


Foa What 




( 































UVE STOCK ON HAND 




FARM PRODUCTS ON HAND 


- 1. 


DfiBCBIPnOH 


Ndubeb or Head 


Vaiot 


Descbiptioh 


QuNTirr 


VAuni^ 












S 








. 




« 



























SOLEMNLY DECLARE AND CERTIFY THIS TO BE A TRUE AND CORRECT STATEMENT OF MY FINANCIAL CONDITION AT THE CLOSE 
ESS I». 



(SION 



DATE- 



SivpIlM fl< this forai, with or wUhout lh« bonk't iRwiInt. can b« Mcufed Uiroufih tht Cleveland Clearing Houte Aeaocltilon, 510 Chamber of CoRlnwva. Prtcea on reqtttal 
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To The Fletcher American National Bank, Indianapolis, Ind.: 



OFFICE OF 



(Name of Bank or Firm) . 
(Location) « 



Below please find statement of financial condition as shoain bj) oar books On- 



.19 U 



This Is /iimlshei In confidence for sour use alone, and as a guide should the question of oar standing and responsibility 
present Itself In the course of our affairs with Dour bank. 

Respectfully, "■ 



(Sign offldallpj 



ASSETS 


UABILITIES 


Loans and nisrnnntj, 










rnpifni 
f^nrphia 










11. ,1. fl/iWi. 


















Olhrr nmdit 






































Due from Banki^ 




















From Fletcher American 
National Bank, Indianapolis 

Fmnt 


Tf^p C'"""/!'i"ai^^ff 


















StUa Payable (gee below) 










Prom 








\ 










From 




















Pmm 








/ 












Pffnl frfttnttt 










\ 










nH,»rA»ml, 








































V 










'■ 










Total 










Total .... 



















1 1 













Schedule of Btlla Payable: . 



In eaeea of unincorporated Inatttutlona, please gioe below amounts of assets and liabllftlea of tndtoldual members of the 
firm, in addition to above: ' x 



■ / '' ' ' 






■' - > ■,' ; 




} , 


V 


. J 
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standard Form 

American Bankers' Association 



IndividuaJ—tm • 



To The Fletcher American National Bank of Indianapolis : 

The undersigned, for the purpose of procuring credit from time to Umefrom you for the negotiable paper of the undersigned or otherwise, furnish you 
with the foUovnng statement, which fuUy ahd'truly sets forth the financial amdition of the undersigned on the _ . . 



dtjyijC- 



_J9_ 



, which statement you can consider as continuing to be full and accurate unless notice of change is 
given you. The undersigned agree to notify you promptly of any change that materially reduces the pecuniary responsibility of the undersigned. 
In amsideration of the granting of such credit, the undersigned agree that ^ the undersigned at any time fail or become insolvent, or commit an Act of 
Bankruptcy, or if any of the representations made below prove to be untrue, or if the undersigned fail to notify you of any material change as before 
agreed: then and in either such case all obligations of the undersigned held by you shall immediately become due and payable without demand or 
notice, and the same may be charged against the balance of any deposit account of the undersigned with you, the undersigned hereby giving a con- 
tinuing Hat upon sudt balance of deposit account from time to time existing to secure all obligations of the undersigned held by you. 



ASSETS 



LIABILITIES 



Cash OH hand^ 
Cash in 



—Bank_ 



Biils SeoeiwAle, good, owing by Customers 

Accbtmts Receivable, good, owingby Customers- 

Merchandise, (How Valued ^} . 

Seal Estate 



Machtnery and Fixtures^ 

I 



Total 



Bills Payable for Merchandise .- 

Bills Payable to Bank 

Open Accounts 



Mortgages or Liens on Real Estate^ 






Total Liabilities 
Net Worth 



anifiKgmtlJabUilj/. 



Accommodation Endorsements. 



\ Endorsed Bills Receivable Outstanding.. 



SpalSt aHy tif above assets or liabilities pledged as. Of secured h} collateral, and state collateral. 










Volume Of business for last fiscal year 


f 




Het. fin.TTiljie-'* 


$ 





(Signed)^ 



Date.. 

Size of original 7j4 x 9^4 
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To The Fletcher American National Bank of Indianapolis: 



Baainass ....: Location- 

For the expraas purpoaa of procuring credit from time to ttma from pou, tha underatohed harebp make to poa the following atatement of the cdndltlon of the under- 
signed on the. dap of. _ 19i .■ and the undersigned herebp agree and guarantee that aaid atatement la In all 

respects true and correct; and pau map conalder said statement as to the pecunlarp reaponslbllUp of the undersigned as continuing to be true and correct until 
written notice of a change la given to pou bp the undaralgnad. 

The undersigned agree to notify pou forthialth, in writing, in the event of anp change that reduces the pecunlarp reaponslbllltp of the undersigned below that herein 
. set forth. If at anp time the undersigned fall Co notlfu pou, in writing, of anp such change, or if at anp time the undersigned, or anp of them, stop papment, 
or become Insolvent, or fail, or commit an act of bankruptcp, or If anp one of (he statements herein contained is found bp pou to be unlrue or Incorrect, or if 
anp change in the financial reapdnalbilitp of the undersigned occurs bp reason of wlilch. in pour Judgment (and of this pou shall be the sole judge), the under- 
alaned are not entitled to a continuance of the credit extended bp reason of this statement, then, and in anp of said events, anp and all debts, liabllltlea and 
obligations of eoerp kind, whether direct or contingent, from the undersigned to pou, shall at pour election forthwith become due and papable. without demand or 
notice, and pou are herebp authorized to appip on account of anp or all of such debts, liabilities and oblloations of the undersigned, whether direct or contingent, 
all propertp, real and personal, of eoerp kind and description of the undersigned, and of each and eoerp of them. Including balances, credits, coilecttona, moneps, 
drafts, checks, notes, bills and accounts, whether In pour posseaalon or In transit to or from uou, and pou are herebp expressip given a continuing lien upon all of 
aaid propertp fiom time to time to secure anp and all of the debts, liabilities and obligations ofeverp kind, whether direct or contingent, ft-am the undersigned to pou. 

Fill all blanks, writing "NO^' or "NONE" where necessary to complete information. 



ASSETS 


f^ABIlITIES 


















Cash In Bank - 

Bills ReeelBoble. all good, owing from customers 










Bills Papable for borrowed monep—to own banks 

Bills Papable for borrowed monep— for paper sold. 


















1 










Open Accounts past due . - 


i 














Row Material 








Owing to Foreign Banks and Bankers 

Deposits and other Trust Funds....: ,. 

















' 








Bonds (Due — J 




1 






















1 


Aeeounta and billa recalpable owing fl-om offfcers 








8 ( 

0! S 1 




1 










|3 




' 


».«( 








°3( 






liy 









Total Llablllttaa 

NET WORTH 









( 








Total 









Total . . . 


















PROFIT AMD LOSS ACCOUNT, FISCAL YEAR ENDING- 



Actual Expense of condocttng bualnesa . 


J 


GROSS PROFITS 






From Interest and Discounts S 

From Inueatmenta . . . , S. 








Net Profits 


From other aoureea . S 


Total .... 




Toiai .... . . $. 



(.signature}... 



Dat€ and Plaea Signed. _ „ ,._ J9t. 

■NOTE: Please fitrniah tn detail tha tnfia-mOtlon called fitr on fidlowlng pagas. 
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Att of the followine information and data shall be considered and taken as part of the foregoing signed statement: 

Aoerage amount of stock carried „ .X , 

TotaJ sales for last fiscal vear X 

Are att bad and doubtful assets excluded from above statement? - _ _ 

Speclfi) anif of Hour assets pledged as securltp for loans, advances, or other liabilities 



What amount of Bills and Accounts Receivable Is past due. or extended?,.. 
Speclfp anp of pour liabilities secured bo collateral, and state collateral 



I On Buildings and Plant $... 

Insurance -l On Merchandise J... 

' On Accounts Receivable ■:. J... 



Give ngmes of all banks where accounts are kept .... 



Names of Bankers or Brokers fiandllng our notes . 



Upon Redlscounted Bills Receivable _f ... 

Upon accommodation paper or endorsements S... 

ConangentTlalt&lesf \ ^P"" ""'«* exchanged with others S- 

For Guarantees. - - S— 

For Bonds S— 

Regular times of taking tnventorg 



General Partners 



Date of Partnership agreement - When does It expire?.. 

Names of Special Partners - - -■ 



Amount of special capital, bp whom contributed, and until what date..- 



STATEMENT OF REAL ESTATE OWNED BY FIRM 
Glos location and present market value of each piece, and amount of encumbrance. If anp. If leasehold, state If have prtollege ofpurc'iase: 



Size of original 7^4 x 10J4 
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STOCKS, BONDS AND INVESTMENTS OF FIRM. Gtoe deaertption and eaah marktt oplue 



HEAL ESTATE OWNED BY INDIVIDUAL PARTNERS 

Not Included In statement of f^m real estate; glue location. In whose name held, cash market value of each place and encumbrance. It anp. If leasehold, state If 
have privilege purchase: 



STOCKS. BONDS AND OTHER INVESTMENTS OF INDIVIDUAL PARTNERS 
Gtoe description. In whose name held and cash market value: 



Included In Bills Receivable are the following amounts owing f^om Individuals (Officers, Directors, Stockholders, or others). Firms or Corporations, acting In t/lm 
capacltp of agents for this corporation. 



Accounts Receivable Include the following amounts owing fl'om Individuals (Officers, Directors, Stockholders, or others). Firms or Corporations, acting In the 
eapacltp of agents for this corporation. 



Please explain connection of above agents with this corporation, and state In what manner Bills and Accounts Receivable were contracted bo them: 



tiai9 and Place Signed. ~ — - (Signature)-.. 

Bp... 
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To JTie Fletcher American National Bank of Indianapolis: 

Name (corporate stgle under charter) l.a«- -„^„..._. _ - 



^Loeatlon... 



For the express purpose of procuring credit from Gme to ffme from gou, the undersigned herebp makes to gou the 



following statement of the condliion of ihe undersigned on the <dag of^ 



J9t 



and the undersigned, herebp agrees and guarantees that said statement is in all respects true and correct; ar^ 
pou map consider said statement as to ^e pecunlarp responsibUitp of the undersigned, as conUnutng to b^ true 
and correct until written notice of a change is given to pou bp the undersigned, / / ' 
Fill di bhuria, writing **tfiO" or "NONE" where neceMary to complete lolonn«tion * 



Cm/i on hand and in bank... 



MUHae^ooNa, att good, owing ^ometiatomtrA 

UtOt MaeH0adtt.MOln0 t^om Dtnetoro or Stoddiotdvw 

AeeouiOa Xaeatoabla. all good, t»lnffflom cuatomtra. 

AeeomMa Jlaetloabla. oattng fioat Dlraelora or.,^ \ 

StaddtoldanCMapagaSi w-o, 



JTcraflOfidfM. fi^oHai. t^aetnatpraaant eaah oalaa..- 

ifffoAontf/M; umfMaAfrf, at^aetatU pntant cash oafae 

Kauf Afotfrfof ».».». ^..^..^ » -»... 

'Toud Quick AaaMa.t....^.-.^« 



Stoeka. BoadaandtuMatmtntaiaaafiagfJ) 

tiadUnarv and rtxtaraa - .»... 



iltal Batata (aaapagaS) . u >■■ 

Macounta aiul Mta raeatoatia omtng float officara 
^nd amtdogaaa.,,...^ »..~.......~ 






I 



UABIUTISS 



SlUa Papablo (Notaa) /br Uerehandlae. 

BlUa Papabla fitrborrooMd monaff-ti'iaBfibttnka...... 

'Bltta pagabia /br bomwad montg^fbr paper aotd... 

BOIaPapablMto Diractor* or Sladdwldvra. 

Opon Aeeaant* not dut....K.-^.i ». i...i« 

Open Aeeow^ POM daa , ,..-■.-■••- 

Aeeounta owing Dlnotora or StodOioldwa..^ 

Labor. Salarlaa, <(e ,.....,.„ _ 

Dapo^to and otharTm^ Fonda 

Moi^agaa and Uanoon B. £. (Daa 

Bonda -...-.,....,. (Dua. 



CAott*/ Moitgagaa..., 






Total Uabimaa 

CaptlalStaek issued. , . .1 

Surplaa.lneladlna undivided profile . 



Total 



Notaa and Aeeounta Reealott^edlaeounted or aotd S. .......»..,..» 

Aeeommodaiion Badoroaaanta . J.-.- » - 

Clhar ConOngent Liobltidaa S-— ■ ^^^^^^^^^^^^^v^^^^^^. II Inauranee carried on Balldln^s and Soulomtnt S.. 



Net Salea during gear 
Inaaranee carried on Merchandise 



Or PROFIT AND LOSS- ACCOUNT. FISCAL YEAR ENDING... 




191. . 


CKT-^ 












AeUidexprntorcMtiielliii^iiilnm . 


■ *-■■■- 


GROSS PROFITS 
FnmMmhamUu . . . ■■ . S.. 
From Inttvit and Discounts -, . S- 

From other Ata/eea S^ 











Dlnldmi' PaU r ■ 
HatPriOli 













(Slgnatura).. 



Data andJ^Ma Stghad^, 



Bg... 



f/OTS: ntMotitndrtilndtMlthaihltirmatton called fitr.o^/bttowlng pofea. 
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Ali o9 <ftc foltowbiginfwrmtMoKan^dataat^U beconaidered and taken as part of the foregoing signed statement: 

Aowoo9 amount of Mtockeoniad .-. - t _ , S. 

Art all bad and doabtfiil asaeta excluded from abooe statement?. » ^......-. ..._.y.. •vm-v * '•<' - —■''■'< -1 



BUta and Aeeaunta Seeetuable listed on Statement, on 
wMeh sou expect to realize wtthin 90 dapa. S 



All Liabilities {excluslae ofConthgene) due 'andpapable 
aiithtn 90 danf S... 



tVAof amount of BlUa or Aceaanta Recetoable has Seen on the books more than six months?. ....^....i.^ »<. ..X- 

What pmount of Bills or Aeeoapta ReeeipaUe la past dae, e'xtended or renamed?. t... 

estimated realisable aalae of stoioBlllaSeeetDaUe and Accounts Seeeloable ». .;..X... 

If ang Bills or Aecoante Pagable are secured bp ealtatarat, endorsement, suarantee or bond, give amounts and how secured. 



TVhat was Maximum amount ahart-term loans during past pear, and date?... 



What was Minimum amount shart-t&m loans during patt gear, and dtOe?.... 

Anticipated Maximum amount short-term loans -during the coming pear?.,. 

la atatement baaed'on actual Inoentorp?, .., 

ffoui la BOluatlon arrloed at, 

■<o) Or Merchandtae, finished? „ , 



(£} On Merchandtae, unfUiiahed?... 
(c) On Ram Material?. „ 



If. coat price exceede market price, what proplalon la made for ahrinkagef... 



Haa anp merchandise listed In tlUs statement been on pour hands oner one pear? Ifoo. amount „ 

In/what month is ineentorp highest?. — „.»....„ ....Jn whet month la Inventorp toweat?..^.^ 



>NAMBINFVLL 


Number 
ShdreaHeld 



























NABEINfVU. 


NwttUr 
S/um/reld 


' ADDKBSS 








■' 




1 










- 


_ , j„l ^ „ „ ., 





















In whta state Incorporated... 
Paid In. S. 



Date oftnaorporatloa... 



Retd qa Treaaurg Stock, S-. 



Cgptt^ Stock aathortaed, t~. 
aowpatdln: CAStf,^... 



OTHER PROPERTY..^. 



Size of original 7^ x 10^ 



no 



STATBMBNT OPHBAt ESTATS 
<?/iw toeetltm end prtamu maOM otSiu of *aeti filtct. and amdonc c/ meambrmet. tf anp. If laasthetd. atatt if A«m firtolhg* of parehau: 



STOCKS. 0OJVA5 AND INVESTMENTS. Gtoe dwertptton and eaah market value. 



Do the ttema BtUa and Accounta Recaloable fivm DIraetora and Staelcholdara rapreaent actual sale ef gooda?^.. 
What part raoraaenla caah adoanead?. — — xx:Txsr^;.r.T. a..-.— — . .wi.>...~ 



Do tha itama Bllla and Accounta PapaNa to Dlraet^» and StoekhttTdara rapraaent actual purchaae of gooda?-...^...^... 
What part rapreaant caah adDanced?,...^ .; » ~.~ « •- ^.»......w 



Haoa goa ang AifSiatad or Allied Co. 'a, and do theg bonout Indivlduallg, or are Ihep financed bp the Parent Corporation, or bpthK.. 



Bllla and Accounta Peeeipabla tnetada the fi>llowlng ifmounta owing flvi^ IndMdaala. i Offfeera. Dlreetora. Stoekholdara. or othera). Ftrma o, Corporatltuia aettng In the 
capacltp of ageiOaibr tMa corporation. 



Otplng from -... 


1 ^... 










t 












f 


'i' 
•*■ « ' ... 


' , < < ,i. ,«. »» 












^™..v^™« J 


t 


' '■ 












f 


t 'If 








•dA^.^RI 


«.,.^.. J 


' ■ ,...,-. 



Pteaae explain connection of aboou agenta with thla corporation, and atata In what manner Bllla and Aeeoaata Reeetoable a>ara eontroeted bp thanu 



I 



Otoe names ofallbanJta where accounts arekept. and lines of Credit with each... 



Namea t^Bankera or Brokera handling our noU$^ 



/ htrebpeattfp that, to the beat efmgknowtadga and belief, the flgurea and tnformioiongtoen are, in epanfraapeet, true, and In accordance with the fluta. 

' ' ' I 

D.Uatidnm.Sltli.i~ .^,..... „>.... —,.—.— ISIgmltm.) — _ — — - „— ■ — 



««■■• 
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TO THE N ationai Rank of fommcrce ofdetroit: 



CORPORATION 



/Vamc .... 
Location 



...Bafim 



...Brancha 
This Eorm of Statement approTed by the Federal Reserve Bankof Chicago. 



ASSETS 


LIABILITIES 










.... 








.... 






































... 


Account! Receivable, from Cuilomen, good.... 
Notet Bad Acc"l» Rec'able. from Affiled or Allied Co"i 


NolM Payable, for Paper Sold 














_ 




Note* Payable, \o Otheri....>. 

Noto and A£e*te Payable, ta Affiliated or AUiedCo't 








'Merchindiie finithed 















... 






i 

! 
..... 




■- ■ ' ■ 


'-+' 


:-i" 


,... 


K- 






•Raw MatoUl ~ 


Open AccouDti, pail due—. ..^.......^.^.y.... 


■■v"r':" 






Investaienls : Bond* and Stock'i, "Lisled" 







""■'' 
















(See page 2). 

loveslmenta; Bond) and 5(ocki. "Unliited" 
(See page 2) 


Mortgage or Lien on Real Estate 

Wben due 










... 






InveatmenU; Bondi. Stocks, etc.. Affiliated or 
Allied Co'» 


When due 

Chattet Mortgage or other Lienj 




Buildingi L ;......i»r*« 
















.... 




















InlereiL'Taxei, etc., due and accrued 

Dividend* Payable 


































































'Other Aueb and of whal composed 












.... 





.... 










.... 


.... 














f ' - 


































... 


















] 

".'.} 




































































































































Capital Stock, Common 






















Surplui. including Undivided Profits 


















TOTAL 






■^ 












TOTAL 



















*UnIeai ntlierwiae noted. Merchandise Inventory and Raw Material have been fiffured at costi 



Dr. 



PROFIT AND LOSS ACCOUNT. FISCAL YEAR ENDING... 



Actual expense of conducting buaioeu .- $... 

Bad Debts charged oiF $... 

Charged off for depreciation $... 

Dividends Paid 4 

Profits over Dividends $ 

Net Profiu :, $... 



TOTAL $.. 



GROSS PROFITS 

From Merchandise 4— ■ 

From Interest and Discounts •-• — .$-■.. 

From lovettments .$■.-. 

From Other Sources *■ 4.- - 



TOTAL... 



Notes or Accounts Receivable discounted or sold $.-- 

Accommodation Enijorsemeats %■■■ 

Other Contingent Liabilitiea- $■■■ 



Net Sales during year $..: 

Insurance carried on Merchandise •$■■■ 

Insurance carried on Buildings and Equipment .$... 

Any other Insurance — — $... 
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Specify toy of the above assets or liabilitiei pledged ai or secured by collaleral and stale collateral. 



Does your Cirporaticm, or do your Officer^ ever exchange notes, drafts or cbecb with any person, firm or corporationf 

Does your Corporation, or do your Officers,' ever endorse paper for ihe accommcdation of any person, fi^ or corporation ?—>> 

Do endorsers or guarantors of your paper endorse or guarantee any olher paper or account? _ Present amount, $— 

Are there any suits pending against your Corporation, and, if so, for what amount? - $■■■ 



Does the item Notes and Accounts Receivable from Affiliated or Allied Companies represent actual sale of goods?- 
What part represents cash advanced ? - 



Does the item Notes and Accounts Payable to Affiliated or Allied Companies represent actual purchase of goods?-. 
What pari represents cash advanced? - , 



Do Affiliated or Allied Companies borrow individually, or are they financed by the Parent Corporation, or both?- 

What was Maximum amount short-term loans during past year, and date? - 

What was Minimum amount short-term loans during past year, and dale? - 

Anticipated Maximum amount short-term loans during the coming year? - 

Stocks, Bonds and Investments — give description and" cash market value: 



$ - - ■ S 

$. : —. 4 

$ - - ~ ~ $ 



What provisions have been made for the retirement of bonded or mortgage debt^ - l~ 

Do your plans for your fiKal year contemplate anything in the way of building operations, plant extension or investment in other fixed assets? If i 

state amount to be so invested? .'_.„ „ -,..$.„..,... , 

What is your relaUonship with Affiliated or l\llicd Companies? Please furnish full particulars _ . 



Praidonl 


NAME IN FULL 


OFFICERS 
Nimiber Sham hdd 


ADDRESS 


Vice-PmidenI 
























^ 









NAME IN FULL 



CAPITAL: 

Authorized, $■•■ 



DIRECTORS 
Number Shares held 



■ Common, $ ..........,.»..„_ Preferred, $■■■ 



Paid in cash. $ Stock Dividends, $ Subscribed. $-.. 

Held by the Company as Treasury Stock, $ 



Patents, $... 
Since—' 



Par Value. $... 

Olher Assets, $... 



Incorporated in what State and under what General Law or Special Act... 
Date of Charter- ...... «„..„...,..,.... 



—Commenced Business... 



To what extent are Stockholders liabje beyond amount of Stock, aubscifibed-. 
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Real Estate Location (Giv« legal dncriplioit uu) wunber and Oftmc ef ■u«ei):- 



Nature: - : : — „ — «™Coii loVCoinpuiy. Aiieued Value. $... 

Is tife liile in name of cotpontioa? -. If not in wKofs name? ,.....-1 

Wm any porlion acquired lhrou{^ bad debli? .., How much? .". '.-, ,■ 



Average dividend last five year.. $. :. .When was lail dividend paid Rale .-; per cent. 

'Whal aniQunl of Accounia or Nolea receivable^ in ihii ( '"• l^*"* 30 davi, $ -belween 30 and 60 day», $ "-.— * 

Slalement, not charged off U pail due? i ' , ^n y * < ^ ■ « 
, , , V more Inan oU dayi, « more Ihan o monlhi. 9 -• 

How much of this is collectable. $ , « \Vha^ amounl of merchandise is more ihan one year old, $ 

How do you treat doublful accounis? ^ «« 

/ on machinery. $ ^— on buildingi, $ 

Amounb charged off at depredadoD for year ) t -. • c . * . * 

,, ... ... ' - < on furniture and fixtures, $ ■ .on patents, $ ~ 



ending with date of this slalement: 

\ on -. i $,.. 



What is the dale^of patent rights carri.ed as assets •Xl'iieB do these rights expire- Ori^nal cost, $ 

Give names and location of banks where the accounis of this Corporation are kept, slating credit line given by each bank. 

^ DEPOSIT BALANCE 

BANK CREDIT LINE ON STATEMENT DATE 



At what lime of die year are your liabilities the heaviest- - the lightest-. 

At what lime of the year is your inventory the highest - — the lowest 

^erage terms of sales is- - ~ How often do you take accorjit of stock 



When was the last inventory lalcen r -..—Is this slalemeni based on an actual inventory— 

If so by whom was it taken If not upon what basis is statement made* •* 

When does your fiscal year end -Do you sell your notes through brokers- — Who-.. 

Whal tale of interest do you pay on money deposited with the Corporation ~ per cent 

Have foregoing statement and report been personally verified by some officer of die Corporation 



For the purpose of procuring credit from time to time, the undersigned herdy makes to you the foregoing- statement of the condition of the undersigned 
on iht ■^ day . — — — — 19-—. — ; and the undersigned heKby maintains and guar- 

antees Uial said statement ii in alt respects true and correct; and you may consider said statement as to the pecuniary responsibility of the undersigned at 
continuing to be true and correct until written notice of a change is given to you by the undersigned. 

In- consideration of the granting of such credit, we agree that if we at any time stop payment or become insolvent, or commit an act of bankruptcy, 
or if any of die repretentationt made herein prove to be untrue, or if we fail to notify you of any material change as before agreed; then and in either such 
case all oar obligations held by you shall immediately become due and payable without demand or notice, and die same may be charged against the balance 
of any deposit account kept by us with yoU| we hereby giving a continuing lien upon such balance of deposit account from lime to time existing to secure all 
our obligations held by you. 



(Sign Corporation Name here) 
Date Signed - — ^V 



(Title) 



THE PEOPLE OF THE STATE OF MICHIGAN (ENACT: 
SectioD L Whoever wilfully and knowingly makes any false statement in writing of ht< or her property valuation, real or personal, or both, or of hit 
or her indebtedness, for Uie purpose of obtaining credit from any person, cwnpany, co-partnership, association or corporation, shall be deemed guilty of a feiony 
and upon conviction thereof may be imprisoned in the stale prison for a period of not exceeding one year and fined any sum not exceeding one thousand dollars. 
Approved May 13. 1909. 
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STATEMENT FORMS FOR BORROWERS 117 

After securing the statement, then comes the important task 
of dissecting or analyzing it. When statements first came into 
vogue they were considered a sort of temporary memoranda 
to be read and filed away and forgotten. This, however, was 
a phase of short duration, and before long the bank credit man 
realized that a real analysis of the statement paid big returns, 
and so analysis of a kind began. Now nearly every bank that 
keeps any sort of credit files makes some sort of an analysis. Sys- 
tem has been introduced where chaos reigned, and credit files 
have doubled and trebled in value. 

The first thing that suggested itself to the credit man was com- 
parison between statements of different dates, and so compara- 
tive analysis forms sprang into existence. These forms are, for 
the most part, columnar in form, having a separate column for 
the figures of each year and one column, generally at the left 
of the sheet, in which is printed the main items appearing on a 
balance sheet. In general the assets are at the top of the sheet 
and the liabilities below. The sheets are from five to twenty 
columns wide, as best suits the whims or fancy of the credit man. 
The writer prefers the sheet with five or six columns, as beyond 
that width it sometimes becomes difficult to follow the lines easily 
and with accuracy. Some vifho prefer the long sheet and rec- 
ognize this trouble overcome it by numbering or lettering the 
lines and injecting a small column at intervals, of say four col- 
umns in width, on which are printed the numbers or letters of the 
line. This makes it decidedly easier to run the eye along a long 
line and keep accurate track of the items. 



118 THE BANKER'S CREDIT MANUAL 

THE COMPARATIVE ANALYSIS SHEET 

Preceding a discussion of the use of these analysis sheets it may 
be well to show what they are like so that the reader may more 
easily understand their use. They are all based on the same 
idea, namely, setting side by side the figures from a consecutive 
number of statements so that their relation to one another may 
become perfectly clear. 



ASSK+S: 


1 1 1 1 1 


































r 
































- 


Total Quick AiuU 


































































^Stocks and Bonds 

_Meinberslups 

^Eleiratora and Warehouses 

^Machinery, Fixtures and Eqpt. 

~RealEsUte and Buildings (Plant) 

~Beal Estate (Other) 

_ Patterns, Patents, Goodwill, Etc. 

^Due from Stockholders 

_Int., Ins. and Expenses Prepaid 

Miscellaneous 


































































- 


Total Slow Asaeti 




































































TOTAL 






































































































































- 


_Capital 

_ Surplus and Undivided Profits 


































































- 


Workine Capital 




































































_Bills Payable 
.Accounts Payable 
„ Deposits of Money 
_Due Stockholders 

^Bonded Debt (Due ) 
_Mtgs. on Plant and Real Estate 


































































- 


Total Liabilitie. 


































































^ 


TOTAL 




















« 
















































"Total Sales 

_Gros3 Profit 
Actual Expense of business 
Bad Debts Charged ofif 

^Depredation 
Dividends 

_ Profits to Surplus 






























































L_ 




- 



Size of original 8J^ x 10^ 
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COMPARISON OF STATEMENTS OF 



RESOURCES 




1 


1 




1 




Stock 

Good 

1- 

Good( 

Good 

Casht 

Machi 
Real I 

u 2 

S5 


n Trade, 

3iUs Receivable, 

3pen Accounts, less than months old, 

Dpen Accounts, more than months old, 

n Hand and in Bank, 

nery and Fixtures, 
:state. 
































- 


Total, 




































































LIABILITIES 


































1 1111 

S Other > 7 Borrowed 
g Liabilities g S Money 


Promissory Notes to Banks, 
Promissory Notes to Individuals. 
Accounts Payable, 

ssory Notes for Merchandise. 

nts Payable for Merchandise, 

} 
ages. 
































- 


Total Liabilities. 
NET 1 Capital Paid In 
WORTH J Surplus and Profits. 
































- 


Total, | 










1 




















Total Quick Assets. 
Liabilities 
Excess Quick 
































Iridir 
Liabil 

Sales. 

Avera 


ect f On Customers Paper Discounted, 
'"" I On Other Paper 

gc Balance. 
































- 
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ACCOUNT OPENED 



LOCATION 



BUSINESS 



fNTRODUCED BY 



ASSETS 












CASH 

ACCOUNTS RECEIVABLE 

NOTES RECEIVABLE 

MERCHANDISE 

OTHER QUICK ASSETS 












- 


REAL ESTATE 
MACHINERY & FIXTURES 
OTHER FIXED ASSETS 












- 
















LIABILITIES 

ACCOUNTS PAYABLE 
BILLS PAYABLE 
DEPOSITS 










- 


MORTGAGES 
OTHER LIABILITIES 

NET WORTH 












- 
















QUICK ASSETS 
CURRENT LIABILITIES 
NET QUICK ASSETS 










- 












- 
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THE THIRD NATIONAL.BANK. SCRANTON, PA. 



Analysis 


Bf 








































J 




ISSETS Data 






1 






Gaili 
Mdn. 
lecla. Rao. 
Jillt Rae. 








































- 


Ijuicli Isiett 










































Rial Eiliti 
Ilaetinar, 

Fiilirai 

taiaatiaats 
_laadri 










































- 


Dead lints 












































Traaiint Stocli 
Giidtill-Patanli 










































- 


lotil lints 












































LIlBtUTiES 












































■ataiPai. (Banlii) 
"iatasPa). (Hdaa.) 

"»oel«.Pa,. 

'Dapoaili 

"Baa Stoetiholdiri 

'Oiiidiid 
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While it is desirable to secure statements on the bank's own 
form, it is not always possible to do so, and statements come in 
made up on entirely different lines and with entirely different 
groupings of figures that must be combined in various ways to 
fit the bank's method of analysis. After a time, if the credit man 
relies entirely on his memory, it is often difficult to determine 
just what figures were grouped to make up certain totals on the 
comparison sheet. To avoid this confusion the writer has 
for a long time adopted the policy of checking each item on the 
balance sheet with a small dot if it is entered directly on the 
analysis sheet, as an item by itself, and using the small letters of 
the alphabet to indicate when certain items have been grouped 
into one total. Thus all the items checked "a" will be found 
under one total, all checked "b" under another total, and so on. 
This helps materially in checking back an old statement and also 
makes it possible to read through a complicated statement quickly 
by checking items to be grouped so that this work can be done 
readily by an assistant, or if the assistant does the work it pro- 
vides an easy way of checking his decisions as to grouping. 

Straight comparE^tive analysis puts into relationship the actual 
items of several statements so that their increase and decrease 
can be seen. But the credit man, in groping for some law for 
credit, felt the need for some kind of a proportional study. There 
appeared to be two main groups of assets and liabilities. Those 
of a strictly commercial type, liquid and quick, and those of a 
capital type, funded or slow. Inasmuch as the banks are truly 
and economically interested in commercial loans for commercial 
purposes a comparison, or ratio establishing, between the quick 
or current assets and the quick or current Habilities suggested 
itself as a matter worthy of consideration. This question of es- 
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tablishing a ratio between the current items has become almost a 
fetish and guide-all with many credit men to-day. It is the one 
acknowledged attempt at standardization that comparative analy- 
sis has produced. 

THE TWO FOR ONE THEORY 

In liquidation it is a fact that the assets generally shrink by a 
very considerable amount, while the debts have a most uncom- 
fortable habit of remaining fixed or perhaps even mounting on ac- 
count of contingent liabilities not reported. This has led to the de- 
mand that there be a margin sufficient to allow for a considerable 
shrinkage of assets and still leave enough to pay for the quick 
or current debt, leaving the plant and other fixed assets to take 
care of the funded debt or provide the stockholders with a small 
dividend. Experience has fixed upon a ratio of two dollars of 
quick assets for every dollar of quick liabilities. There has, how- 
ever, been no scientific method used in establishing this ratio or 
requirement, and in many cases it is neither sound nor economic, 
and least of all safe as a credit guide. It is, however, a law of 
comparative analysis and serves a purpose, as it tends to create a 
margin of safety. 

SOME POINTS TO BE WATCHED IN COMPARATIVE ANALYSIS 

When looking over and analyzing a statement, round figures 
in even hundreds with no dollars or cents should be viewed with 
a very decided skepticism. They are almost invariably the result 
of estimates and not real records. Such estimates are usually 
optimistic and the real condition is not truly displayed. 

Almost all bank forms now have a question concerning con- 
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tingent liability and an answer to this question should be insisted 
upon, as should its sister question covering accounts receivable 
pledged or hypothecated in any way. 

Sales are a most important item in measuring up a statement, 
and the supplying of this feature should be one of the most firmly 
insisted-upon points. A fuller understanding of why this is so 
is discussed in the next chapter. 

The operating, or profit and loss, statement is also an im- 
portant item, on the securing of which the bank man can well 
spend some diplomacy if necessary. If a company is making 
money and can show it by an accurate operating statement, it has 
passed the first test, because making a profit is the real test of 
going ahead. 

Hardly second to the operating statement in importance is a 
proper reconcilement of the surplus account. The statement used 
by banks in the Cleveland Clearing House Association, shown in 
an earlier part of this chapter, contains such a form on page 
96. The use of this form will clarify the atmosphere and make 
it possible for the credit man to understand the surplus account 
very much better. The adoption of this as a regular method of 
analysis is strongly advised. 

As the merchandise is one of the main current assets in most 
statements, the bank man should know how it is protected against 
loss by fire, theft, explosion or some act of providence. The 
insurance carried should be enough to cover the risk and the 
bank credit man should certainly know how much insurance of 
all kinds the company has. This also includes use and occupancy 
insurance. Moreover, if there is the slightest doubt, the credit 
man should know the forms of policy and the companies writing 
them, so that he may judge the real worth of the insurance. 
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SYNOPSIS OF STATEMENTS FOR LOANING OFFICERS 

Sometimes it may be desirable to give the essence of a state- 
ment to several officers of the bank without necessarily taking 
the whole statement up with them. It may also be a comfortable 
thing for the credit man to have positive proof that he was not 
dereHct in his work when a financial death occurs. The follow- 
ing is a short analysis form that may be filled out and circulated 
among the proper officers, receiving their initials. It is a six 
by five card that can be folded for filing in a three by five 
standard file. It serves as a notice of change in the condition of 
a borrower, the receipt of a new statement, and is proof that the 
loaning officers have had the essence of the statement before 
them. 
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CHAPTER V 

Internal Statement Analysis 

Comparative analysis is just what its name implies. It is a com- 
parison of statements of two or more years limited to placing side 
by side the items of two, or several, statements and comparing 
them as to increases or decreases in bulk. The more advanced 
comparative analysis includes the placing in ratio relationship 
of the current assets and current liabilities. 

the current ratio 

This study of the current ratio led to the observation of one 
law of credit. This is that an increase in current debt accom- 
panied by an equal increase in current assets reduces the current 
ratio. On this account many credit men have fallen into a com- 
placent habit of reading the statement by making an analysis of 
the current ratio and noting how the items of current assets and 
current debt increase. If either the one increases or the other 
decreases so as to leave the current ratio on a two for one basis 
they have felt moderately secure in calling the statement good. 
It is a most common thing to hear a statement passed or con- 
demned because it is, or is not, a two for one statement. 

It was not so very long before the borrower, understanding 
the mathematics of the statement, found that this rule had fal- 
lacies, and that by taking advantage of them he could benefit his 
standing. And so there came about the practice now commonly 
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known as dressing the statement. There is nothing actually dis- 
honest in this, as it may disclose a real, even if temporary, con- 
dition, and it is only the desire of the borrower, as it is his right 
also, to put his best foot forward, that prompts him to dress his 
statement. How this is done can best be explained, perhaps, by 
example. Let us suppose two conditions, one with a current ratio 
of about two for one and a fairly liberal debt, and the second in 
which the merchant has realized on some of his current assets, 
by sale or collection, and has used the proceeds to reduce his 
current debt by paying down his current obligations. This is 
what dressing the statement amounts to and the result is some- 
times quite startling in its effect upon the current ratio. For sim- 
plicity's sake, only the more important items going to make up 
the current ratio will be used : 

First Condition Second Condition 

Cash $10,000 $3,000 

Receivables 55,000 30,000 

Merchandise 100,000 75,000 

Total current $165,000 $108,000 

Notes payable $50,000 $18,000 

Accounts payable 40,000 15,000 

Total current debt $90,000 $33,000 

Ratio 183% 327% 

In this case both the current assets and liabilities have been 
reduced by fifty-seven thousand dollars, presumably by the 
realization on twenty-five thousand of receivables, the sale of 
twenty-five thousand of merchandise and the use of seven of the 
ten thousand cash. This is, of course, a most extreme and fanci- 
ful case and one that would hardly be equaled in real life. But 
degrees of this kind of dressing are practised almost daily. If 
this decrease had been utilized to only the extent of thirty thou- 
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sand the ratio would have been raised to about two hundred 
twenty-three per cent., or well above the supposed safe margin 
of two for one, or two hundred per cent. 

Because of this condition a company may be of an entirely dif- 
ferent proportion very soon after the issue of a statement by 
simply returning to normal. For this reason it is good policy to 
attempt to get some expression concerning the maximum debt 
during the year and the highest inventory point, etc. This in- 
formation is a healthy thing for the bank credit man to have on 
file and may help quite materially to make clear certain points 
that mere comparative analysis leaves rather clouded. 

If the current ratio is to be considered a measure of the credit 
standing or condition of a company, or even if it is only the 
starting point, it certainly would seem to be a logical thing to 
attempt to test the current ratio itself in some way. In credit 
work nothing should be taken for granted and it should be the 
ambition of every credit man to get beyond the third ring of 
investigation. 

RECEIVABLES TO MERCHANDISE RATIO 

Generally the two largest factors of the current assets are mer- 
chandise and receivables, taking notes or bills receivable and ac- 
counts under one head. Economically these two types of items 
are in different spheres. The first is a material product and the 
second is within the realm of credit. In a manufacturing plant 
there are three distinct phases in arriving at the point of re- 
ceivables. The first is that of raw material, the second that of 
manufactured material, and the third the form of receivable. 

There is no fundamental difference between the raw material 
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and the manufactured material except that, the latter being in a 
fabricated state is more easily disposed of in a limited market. 
Between merchandise and receivables, however, there is a very 
vital difference and one that has a most decided influence upon 
the current ratio. Due largely to the insistence of bank credit 
men, merchants are now quite generally carrying their merchan- 
dise at cost. In fact, it is insisted upon in most instances. How- 
ever, when merchandise has been transformed into a book ac- 
count or a note receivable, this condition of cost vanishes, as the 
receivable represents cost of every kind plus profit. The follow- 
ing table, while imaginary, will serve to elucidate this develop- 
ment: 

First State Second State Third State 

A. Raw material $25.00 $25.00 $25.00 

B. Labor cost added 25.00 25.00 

C. Added for overhead, profit, 

etc 25.00 

Total assets (current).... $25.00 $50.00 $75.00 

D. Necessary borrowings $12.50 $12.50 $12.50 

E. Additional borrowings 12.50 12.50 

F. Additional borrowings 

Total liability (current) .$12.50 $25.00 $25.00 

Current ratio ■. 200% 200% 300% 

The explanation of this table is as follows : 

Line A represents the cost of the raw material at each point 
from the time it is simply raw material up to the time it is con- 
tained within the receivables. 

Line B represents labor cost in a like manner, which must be 
added to material cost to get cost of merchandise in inventory. 

Line C represents amount added to cost of merchandise when 
merchandise is sold to cover office overhead, profits, etc. 

Line D represents borrowings or other credits used to purchase 
raw material in addition to the manufacturer's own money. 
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Line E represents necessary additional borrowings to carry on 
the cost of manufacture to a point where the merchandise has 
become finished goods ready for sale. 

Line F indicates that there has been no need for additional bor- 
rowings or use of credit to transform the finished merchandise 
into a receivable. 

In this example we suppose that the first column represents 
raw material and that a debt has been assigned to bring into relief 
the two for one theory. To reach the second stage the manufac- 
turer has had to expend money, half of which we have presumed 
he has had to borrow or has finance by credit. The transition 
to receivables with their injected profits has not necessitated 
further credit or debt, and the ratio has risen from two hundred 
per cent, to three hundred per cent., entirely due to the transition 
from merchandise to receivables. This is a supposititious case and 
it is hardly likely that these exact proportions would exist in ac- 
tuality. It is certain, however, that the transition from merchan- 
dise to receivables is accompanied by a dislocation in the current 
ratio in proportion to the amount of injected profits as a part of 
the current assets. We are prone to demand that merchandise be 
carried at cost so as not to inflate the current ratio, or take profits 
in advance, and we overlook the fact that receivables are always 
carried at market price, thereby inflating the ratio with impunity. 

This reasoning has been assailed by credit men with the argu- 
ment that they would rather have the assets in the shape of re- 
ceivables than in merchandise, as they consider them a better 
asset. This, of course, is a matter of opinion. As the merchan- 
dise goes into process, receding from raw material in standard 
lengths and measurements, in just such ratio does it narrow its 
market to the customers of the individual manufacturer. Manu- 
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factured merchandise is a middle ground, perhaps, between abso- 
lutely raw staple material and receivables. As has been said, 
the choice as to which is better is a matter of opinion, but there 
can be no argument that the transformation from merchandise to 
receivables increases the current assets by an amount at least 
equal to the expected profits without forcing up the debt. If, 
then, from year to year we find the balance between receivables 
and merchandise swinging toward receivables, we know there 
is stimulation at least toward increased current assets and there 
should be a rising current ratio. The establishing of and re- 
cording of a ratio between receivables and merchandise is a test 
of the current ratio and is one of the internal tests which a state- 
ment may be made to give up for the benefit of the bank credit 
man. It is the connecting link between comparative and internal 
analysis. 

WORTH TO FIXED ASSETS RATIO 

There are two kinds of capital, that which is fixed and that 
which is liquid. The fixed capital is represented by real estate, 
buildings, machinery, fixtures and such other physical properties 
as are needed to manufacture properly at a profit. The liquid 
or working capital is the amount of money the owners of the busi- 
ness may have at their disposal after they have completed their 
fixed capital investment. Up to a reasonable point the more 
margin they have the stronger their position because the less 
dependent they are upon others for the necessary funds to run the 
business. This balance between fixed and working capital sug- 
gests an interesting study in determining how much more money 
than plant investment the company has to operate on. This forms 
another of the tests that can be applied along this line of internal 
analysis. 
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While this test is interesting when applied to the statement of 
a company about to begin operations, it is far more interesting 
and instructive when applied to a company's consecutive yearly 
statements. If a concern shows a continued increase in net worth 
from year to year it may create a false impression unless we 
know the relative uses to which that increase has been put. If 
it has all been put into plant the proportion of Hquid capital in 
the business may dwindle until an ever-increasing amount can 
make the company top-heavy in plant and put it into such a po- 
sition that, in time of depression, its credit soundness may be 
badly undermined. It is too easy in times of prosperity, or rising 
prices, to be carried away with the idea of expansion and build 
plants or purchase machinery beyond reasonable growth or need. 
A year-by-year comparison of this internal equation will help the 
credit man to catch the clues of undue plant expansion and make 
it possible for him to advise with his customer so as to ascertain 
whether such tieing-up or transforming of liquid into fixed capi- 
tal is a truly wise thing for the customer. 

DEBT TO WORTH RATIO 

Akin to the question just discussed of fixed and liquid capital 
is the question of debt, for debt is another form of capital. It 
is the capital of commerce loaned temporarily to the merchant 
or manufacturer. It might be called the mobile capital of in- 
dustry. ,It is essential that this form of capital should be kept 
mobile, and the mobility depends entirely upon the economic and 
financial soundness of the company using it for the time being. 
If a man be operating on too little of his own capital and using 
too much of the mobile credit capital he gets into a lopsided con- 
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dition. It is easy to get into such a position that the weight of 
this capital so used is such that it ceases to be mobile and becomes 
fixed, much against the will of the merchant's creditors and to the 
detriment of general business conditions. Like the fixed capital 
mentioned in the preceding paragraph, the amount of mobile cap- 
ital should be measured against the amount of money the man 
has himself invested in the business. This should be reduced to 
a ratio form and this ratio should be studied from year to year 
to see the balance between owned and borrowed capital. This 
ratio is also purely of an internal type and forms the fourth in- 
ternal study of a statement in this form of analysis. 

INERTIA OR SALES TO RECEIVABLES RATIO 

Sales terms and sales realities are not always the same thing. 
Merchants, manufacturers or jobbers establish certain terms ac- 
cording to which they plan to sell their product. In some cases 
these terms are flat or net, while in others they present a compli- 
cated set of discounts. These discounts are, of course, offered 
as an inducement for prompt pay and to overcome business 
inertia. It therefore becomes an interesting thing to measure the 
inertia of a company's receivables from year to year and check 
against the sales terms as given by the management. 

If the sales terms are sixty days net, then at any given time the 
receivables should not be more than one-sixth of a year's busi- 
ness, or, if we use the ratio system, for conformity's sake, the 
sales should be six hundred per cent, of receivables. If the sales 
terms present a cash discount, for prompt pay, it is a moral cer- 
tainty that some customers will take the benefit of the discount, 
which would raise the ratio of sales to receivables by an amount 
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in proportion to the sales that had paid within this discount pe- 
riod, so as to avail themselves of the discount. 

But with sales terms given as sixty days net we do not neces- 
sarily expect six hundred per cent, as a sales to receivables ratio, 
because the statement may have been taken just at the peak of a 
selling season. For this reason this ratio should be studied in con- 
junction with the type of trade, the time of the year and the time 
at which such or like customers are at the peak of their selling 
season. This combination of conditions will help to decide what 
the normal inertia ratio should be. With this established it be- 
comes very interesting to study the ratio from year to year and 
see how the inertia has increased or decreased. Like the re- 
ceivables to merchandise ratio, it serves as a check upon the cur- 
rent ratio. If the current ratio is stationary and the inertia ratio 
is falling, without some excellent given reason, one may be sure 
that, technically, the strength of the current ratio is weakening. 
This is true because there being more inertia the receivables 
are being collected more slowly and hence are less liquid. This 
falling ratio of sales to receivables, together with a rising ratio 
of receivables to merchandise and a stationary or declining cur- 
rent ratio completes a cycle of bad features that, when all are 
present, is indeed a danger sign to the careful credit man. This 
forms the fifth of the internal ratio studies aimed at getting the 
most out of a statement. 

MOMENTUM OR SALES TO MERCHANDISE RATIO 

Having taken one of the phenomena of physics as a name for 
a ratio study we may well take another for a second study along 
similar lines. Inertia being a property of matter, by virtue of 
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which it tends to remain at rest, we may use momentum as an 
expression of the force with which a body is moving, in that it 
is the result of multiplying the mass or bulk of the body by its 
velocity. Of course, the velocity, when applied to a commercial 
statement, is the sales volume, and the mass that is moving is the 
merchandise inventory. 

The having of merchandise is a prime requisite for the carry- 
ing on of business. The merchant, jobber or manufacturer must 
have goods to sell or he goes out of business. But the interesting 
thing is to keep his inventory on a level keel. Proper buying is 
as important, in keeping a business healthy, as is the selling. In 
times of great prosperity and rising prices it is a comparatively 
easy matter to let enthusiasm get the better of judgment. Too 
many buyers take everything offered, whether it balances with the 
rest of the inventory or not. It would seem ridiculous for a 
man making canes to buy enough ferules for fifty thousand 
canes when he had, or could procure, only enough wood or other 
material to manufacture ten thousand. Of course, no one would 
do that. But where there are hundreds or thousands of different 
parts going to make up a complete article this unbalanced condi- 
tion is not as easy to detect, and it is not such an uncommon thing 
for a manufacturer to find himself with three or four or maybe 
ten times as much stock of some parts as he has of others. Some- 
times this is gross ignorance ; sometimes it is carelessness ; always 
it is bad. 

As a matter of example, a case has come to the attention of the 
writer where a retailer of sporting goods, who had been very 
successful for a number of years, outgrew his ability. The state- 
ment indicated that the company was financially sick. For a 
number of years it had been losing its momentum. The punch 
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was gone from it. Taken year by year the sales were increasing 
in volume but their ratio to merchandise was falling. Finally, 
conditions got so evidently bad that the company was requested 
to have a thorough audit of its books made by chartered account- 
ants, including the taking of an inventory. This inventory in- 
dicated that the momentum test had shown up a real weakness. 
In the merchandise were two separate kinds of merchandise 
items both of a strictly seasonal type. In one case the stock on 
hand was enough for ten years' sale and in the other for five or 
six. The ratio of sales to merchandise by comparison between the 
last two statements had indicated the presence of overstocking 
and loss of momentum. The man in charge was infected with 
the idea that it was good to buy anything so long as it was cheap, 
and his inventory was loaded up with dead stock which, as the 
saying goes, was actually eating its head ofif. The ratio of sales 
to merchandise by its steady and then sudden decline had given 
the clue to the real condition, which was disclosed by the audit. 

VITALITY OR SALES TO WORTH RATIO 

This is the sixth of the internal analysis tests. The seventh 
and last might be said to uncover the vitality of the statement. 
The net worth of the individual firm or corporation is the life- 
blood of the business, and the condition and rapidity of its cir- 
culation tells many things to the business doctor or bank credit 
man just as does the blood-pressure test to the practising physi- 
cian. 

To do business, a man or corporation must normally have 
money to start with. Only in freak instances can success come 
to the one starting without it. But as the amount of money ac- 
tually needed varies from time to time during the year the mer- 
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chant must be in a position to keep his money active, else the cir- 
culation lags and the business falters. There are two faults : 
first, too little money invested, and, second, too much. In the first 
case the merchant is operating too much on credit, is borrowing 
or is being carried too liberally. This is very expensive, either in 
interest, loss of discounts or high prices. In the second case 
the merchant has unproductive funds on hand for a part of the 
year, which, being idle, return no profit. The balance is be- 
tween. The trend of the actual condition can be compared by 
making a ratio study each year between sales and net worth. If 
this falls too low there is idle money waste probable. If it rises 
too high, especially when connected with a big debt ratio, there 
is not enough net worth to support the volume of business. The 
first is a financial chill, the second a business fever. This test is 
perhaps secondary but it is a positive internal analysis and serves 
to check and explain dislocations among the other ratios. 

INTERNAL COMPARATIVE ANALYSIS RECORD 

In order to get the full benefit of this internal analysis, com- 
parative records are important, and the form on the opposite 
page suggests a way of tabulating these for study. 

One very good feature of this system is that everything is 
reduced to a ratio which makes it possible to compare the per- 
formances of big and little companies. Everything being a per- 
centage, and big companies being only large by comparison, the 
ratios should, and as a matter of fact do, correspond in a marked 
degree. This makes the basic study broader and far more search- 
ing than mere comparisons of total figures. 
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CHAPTER VI 
Type Analysis 

In the discussion of the statement so far made we have sug- 
gested that pure comparative analysis, while of great value, is 
liable to misinterpretation because it deals only in amounts in 
the aggregate and does not establish any real balance or equi- 
librium within the statement. On this account a system of 
internal analysis was suggested as a means of bringing to light 
the strains and stresses that exist within the statement. Mere 
bulk, size or increase in any item of the statement as compared 
year by year shows only the skin of the condition. To get at 
the core we must go beneath the surface indications and see how 
strong the fabric is and the stresses to which it is being put. 

THE INTERNAL TESTS 

To do this we have established a set of seven ratios to be made 
from the component parts of the statement. For the business 
man these are straws to show him which way his credit condi- 
tion is being blown by the trade winds. To the bank man they 
are aids in detecting any attempt at dressing a statement. The 
ratios selected were the already well-known current ratio ; a ratio 
between receivables, both notes and accounts, and merchandise; 
a ratio between capital and surplus and undivided profits, or 
worth, and non-current or capital assets; a ratio between total 
debt, including both current debt and mortgages, bonds or other 
funded debt and worth; a ratio between sales and receivables; 
a ratio between sales and merchandise inventory ; a ratio between 

151 



152 THE BANKER'S CREDIT MANUAL 

sales and worth or owner's interest. The first four of these test 
one another and disclose perhaps the physical stresses and coun- 
terbalances of the actual load, or body of the statement. The last 
three test the momentum, inertia and vitality of the subject under- 
going diagnosis. Each tests at least one other, and all seven 
guard and disclose the condition within. 

However, neither of these systems can stand alone, and the 
value of the internal analysis depends on its being carried on in 
a comparative way showing clearly the changes in balances from 
year to year. For this reason comparative analysis depends on 
its being carried on in a comparative way showing clearly the 
changes in balances from year to year. In this way compara- 
tive analysis comes into its own, if used for the various internal 
ratio studies as well as for the bare volume or size figures of the 
items themselves. The real analysis is one of comparative in- 
ternal analysis. 

METHOD OF FIGURING RATIOS 

Few credit students or analysts deny the need of pure com- 
parative analysis, but some have been found who think the 
method of internal analysis too extended and complicated of per- 
formance to be of any practical use. While the explanation 
of the reasons for this analysis may have seemed to call for a 
great amount of figuring this need not be the case at all. There 
are two simple methods of figuring the ratios mentioned. The 
first is by use of the slide rule and the second of a table of 
logarithms and a simple form for their use. The writer pre- 
fers the logarithmic method. This is a trifle longer, but leaves 
behind a written record that can be checked and which is, at 
all future times, available for study and comparison. The use 
of logarithms is not complicated and can readily be acquired in 
a few moments to the extent needed in this kind of work. The 
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form on page 155 shows a complete internal analysis for all 
the ratios of one statement, and the computations are accurate, 
neat for filing and take only a very few minutes to compute. The 
length of time to figure ought not to exceed five to ten minutes, 
surely little enough to spend in the cause of greater accuracy. 

Statement analysis consists in reading into the figures, of an 
asset and liability statement, an understanding of the financial 
condition of the company under consideration. The cold figures 
give us nothing but facts stripped of personality, magnetism or 
expectation. They represent purely a condition that has been 
arrived at, a station along the road of the company's progress. 
The back track is made reasonably clear to the credit man but no 
one knows what is around the curve just ahead. The absolute 
present is the only thing that is surely known, and based on this 
present knowledge the credit man prepares for the unknown 
future. 

"History repeats itself" is an old saw. Therefore we try to 
forecast the future from a knowledge of the past. We know 
from a study of business that the probable commercial mortality 
in one class of business is greater than it is in others. Certain 
kinds of industries are affected for better or worse by certain 
social and economic changes. Crop failures affect different sec- 
tions of the country. Tariff changes may break or make various 
lines of business. Because of these things sound judgment de- 
mands a close and continued study of underlying conditions. 
But in all these things the decision rests almost entirely and con- 
clusively upon judgment. 

THE LAW OF AVERAGE 

There has been no yardstick designed to measure business 
conditions or developments. There is, however, a law that is 
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so accurate in its economic workings that it controls the use 
of vast sums of money. It is the law of average. Without this 
insurance would be a matter of guesswork. But because of the 
fact that, given enough known instances, an average result can 
be foretold, with an accuracy approaching so fine a decimal as 
to be almost assured, it has been possible to establish uniform 
rates for insurance and to make of this business almost an exact 
science. It is not to be supposed this kind of analysis or stand- 
ardization can be made for the business of credit, with the same 
degree of certainty and accuracy as in the insurance field. But 
the existence of the law of averages, demonstrated beyond argu- 
ment, suggests that a somewhat similar method, at least, might 
be applied to business management and credit work. 

The adoption of the law of averages in the analysis of the con- 
dition of any company leads to the form of analysis that may 
be called "Type Analysis." If we take just one of the analytical 
ratios we have discussed and consider it from this vantage point 
we shall immediately recognize the absolute necessity for type 
analysis. The current ratio, being the most generally used and 
better known, will best serve our purpose for this study. 

A current ratio of two hundred per cent., or two for one, is al- 
ready pretty generally acknowledged as a starting point in state- 
ment analysis. Variations above and below this are demanded or 
allowed in exact proportion to the inspirational psychology of the 
person reading the statement. There are plenty of bank men 
who, when reading a statement with the idea of buying the note 
of the firm making the statement, are hidebound on this one 
feature. The first thing they do is to cast up this ratio and if it 
falls short of two hundred per cent, they set aside the name as a 
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risk not up to standard. To them two hundred per cent, at least 
rules, and if two hundred per cent, is evinced by the figures they 
go their way in fancied security, all else being secondary. 

Being of a curious turn of mind, the writer, some years ago, 
decided upon a group test of this one thing. The current assets 
and current liabilities of some two hundred statements were 
added and a ratio struck from the totals. The statements used 
were a mixture of all kinds of business and the ratio arrived at 
was about two hundred ten per cent. This gave a certain amount 
of color to the popular demands for a current ratio of two hun- 
dred per cent. But during the course of this experiment certain 
very definite opinions were formed, due to the existence of in- 
disputable discrepancies between the individual figures. Here was 
a set of figures with a high ratio, there a set of figures with a low 
ratio ; so this question arose quite logically : Why not separate 
this study into types of business? It seemed more rational in 
order to measure the current ratio of an individual dry goods 
statement, to establish a total current ratio from a large number 
of wholesale dry goods companies, rather than to use a mixed 
group, and against this a current ratio for dry goods. It seemed 
manifestly sensible and fair to take type and measure it against 
type rather than against a vague standard composed of one-half 
prejudice, one-quarter inspiration and one-quarter fact. The ra- 
tio of two hundred per cent., taken as a universal standard, is so 
certainly unfair that type studies should be readily accepted as a 
substitute. 

TYPES AN INTERESTING STUDY 

With this in mind the writer undertook to make a study of sev- 
eral types of industry in an attempt to discover whether there was 
really such a thing as type. The kinds of business taken as ex- 
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amples were wholesale grocery, wholesale dry goods and whole- 
sale hardware companies. A special card was designed to carry 
on its face the necessary columns for entering the items of cur- 
rent assets, current liabilities, total debt, non-current assets, re- 
ceivables, merchandise, net worth and sales. Through the co- 
operation of a number of men, who were interested in this study 
and to whom the writer acknowledges his debt, it was possible 
to secure a large number of reports. There may be some unjust 
loading in the totals used as a basis for figuring, as the writer did 
not ask for the names of the companies, in order that there could 
be no possible breach of confidence, and on this account also 
there may be some few unavoidable repetitions. 

When the figures were all in, the seven ratios suggested for 
internal analysis were struck from the total figures of the various 
items. The ratios taken from these total figures are as follows : 

Number of names 189 101 33 

Grocers Dry Goods Hardware 
Type Per Cent. Per Cent. Per Cent. 

Current ratio 244.45 211.89 277.78 

Receivables to merchandist . . 84.59 107.38 82.80 

Worth to non-current assets . 317.36 354.51 445.89 

Sales to receivables 658.88 396.67 481.28 

Sales to merchandise 577.38 425.91 302.28 

Sales to net worth 348.69 302.16 233.07 

Total debt to net worth 52.57 78.70 53.65 

The figures at the top of the type column show the number of 
statements used in securing the totals and the percentage shows 
the proportion existing between the various total figures for 
each type. This is secured by dividing the first figure by the 
second. To make this operation perfectly clear we might, to 
good advantage, express these ratios in algebraic forms. Taken 
this way the current ratio would read as follows : 
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Current assets 



Current liabilities 
Receivables 



Current ratio 



Merchandise 



= Receivable merchandise ratio 



It is unnecessary to express all the ratios in this manner, as 
these two are indicative of the others. 

When comparing the ratios of the two types, grocers and dry 
goods, it becomes evident at once that there is a very distinct dif- 
ference between these two types of business in several of the 
ratios. Before making any analysis of the use of these per- 
centages the question arises, are these ratios really true to type 
or are they bastard figures with no true type characteristics. For- 
tunately we can, to a degree, answer this question by the presen- 
tation of a sectional table for the wholesale grocer and wholesale 
dry goods merchant. At several different points in the compila- 
tion, sub-footings were made and ratios struck. These sub-foot- 
ing ratios were as follows : 
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Even a most cursory examination of these tables will indicate 
that such a thing as type does exist. There are some large varia- 
tions between ratios within either group, but there is little or no 
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direct connection between groups. A table study of the groups 
will show clearly the divergence that exists between them and 
the margin of type that exists. By taking the highest and lowest 

points reached during the study for each type and comparing 
them we get a most interesting analysis of the type question. 

CURRENT RATIO 

Highest Lowest 

Grocers 274.52 244.45 

Dry goods 228.21 211.89 

RECEIVABLES TO MERCHANDISE, RATIO 

Highest Lowest 

Grocers 93.76 84.59 

Dry goods 117.00 107.38 

WORTH TO NON-CURRENT OR FIXED ASSETS 

Highest Lowest 

Grocers 399.64 317.36 

Dry goods, 409.82 354.51 

SALES TO RECEIVABLES, RATIO 

Highest • Lowest 

Grocers 658.88 606.10 

Dry goods 396.78 377.90 

SALES TO MERCHANDISE, RATIO 

Highest Lowest 

Grocers 575.26 540.49 

Dry goods 449.98 425.91 

SALES TO WORTH, RATIO 

Highest Lowest 

Grocers 359.48 348.69 

Dry goods 306.06 298.32 

DEBT TO WORTH, RATIO 

Highest Lowest 

Grocers 54.61 50.76 

Dry goods 78.70 72.18 
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In only one ratio do the types overlap at any stage of the de- 
velopment and in all others there is a substantial margin between 
the types. In the ratio between net worth and non-current or 
fixed assets there is an overlapping between the low figures for 
dry goods and the high figure for grocers. From the standpoint 
of pure logical reasoning 'there can be very little doubt but that 
type does exist and exists in a very clear and concise way. The 
type ratios are a much more certain thing to measure the individ- 
ual statement against than any inspirational idea or inherited be- 
lief. The old measure of current assets of two hundred per cent., 
or two for one, goes glimmering as a standard when we see how 
far from this ratio these two types alone vary. 

TYPES DIVERGE FROM TWO FOR ONE 

The divergence in the type figures from the two for one theory 
is very clearly shown by a little thought applied to the ratios as 
we have them here. The highest point reached for the current 
ratio in dry goods was 228.21 per cent. This was based on total 
figures from thirty-three statements. This is well above the two 
for one current ratio and would be used, by any one accepting 
the two for one standard, as a very good margin. But likewise 
any one using the two for one standard and finding a grocer 
statement of 228.21 per cent, would consider that it also was 
good, with a fair margin, where, as a matter of fact, it would be 
16.24 points below the lowest figure secured for the grocer trade. 

There is another interesting comparison between these types 
when we compare the receivables to merchandise ratios. The 
lowest point in the dry goods is 107.38, representing the ratio 
for one hundred and one statements. Even this low figure is 
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13.62 points higher than the highest figure for the grocers. This 
indicates that the current ratio for the dry goods business has in 
its make-up a considerably greater amount of profits. 

These two conditions suggest a comparison of the status of 
the receivables and their liquidity. When we take the ratio 
test of sales to receivables, we find the high points for dry goods 
at 396.78 per cent., representing totals from fifty statements 
compared with 606.10 per cent., the lowest point for grocers 
taken from totals of one hundred and fifteen statements. The 
variation here is 209.32 points, which would seem to indicate a 
state of much less liquidness in the receivables for dry goods. 
This may not be a fundamental weakness, but is perhaps based on 
more seasonable trade and different sales terms. But even so, we 
can easily see that this type is of very certain existence. 

An analysis of the debt ratio bears out the sales to receivables 
ratio because it indicates very clearly that it is customary to 
transact the dry goods business in a far greater proportion on 
borrowed money. The lowest debt ratio for dry goods is 72.18 
per cent., which is 17.57 points higher than the highest grocery 
ratio. What would appear like an extraordinary debt for a gro- 
cery concern becomes a normal debt for a dry goods company. 

A detailed comparison of hardware names with the other two 
sets of ratios can not be carried out here, but it is no less in- 
teresting. In the study as far as it has gone no consideration 
has been given to profits, overhead and the many other items that 
go to make up the profit and loss sheet. These would constitute 
most interesting material to study and codify, but, unfortu- 
nately for the analyst, they are often not forthcoming. The 
American business man is more interested in making handsome 
profits and keeping as large a portion of them in the nature of 
concealed assets or profits as he can, than he is in having them 
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known even to his own banker. This condition makes any analy- 
sis based on published net profits subject to too great variations 
of an uneconomic order. However, the withholding of these 
figures may be only a passing phase, and so any computations or 
group plan of analysis based on or including them is left for a 
future time when more candor makes itself evident in our busi- 
ness life. 

SECURING SALES RECORDS MOST IMPORTANT 

The writer, however, can not leave this part of the subject 
without commenting on the lack of information that exists in re- 
gard to sales of companies. The scope of the figures in this book 
would probably have befen one hundred per cent, greater but for 
the fact that in nearly fifty per cent, of the reports returned the 
item of sales was missing. This is, of course, due to either one of 
two things. First, the merchant in publishing his figures firmly 
declines to give the sales, or, second, the extender of credit does 
not appreciate the value of the sales item from an analytical 
standpoint and therefore does not ask for or insist on getting it. 
But how can we gauge the liquidness of the receivables if we do 
not know what part of the gross sales they represent and so 
know something about actual and not just the claimed sales 
terms ? From another standpoint sales are also most important. 
How are we to judge whether a statement shows too much or 
not enough merchandise inventory if we know nothing of the 
marketing record of the company? Or how can we decide if 
there is or is not enough money invested ? An inventory may be 
a good thing or a menace in proportion as to whether it is a good 
live salable commodity or a horse in the stable eating its head off 
in overhead and carrying charges. By all means bank credit 
men should be firm and demand sales statistics. 
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We have considered three kinds of statement analysis — com- 
parative, internal and type. The latter is a combination of com- 
parative and internal, being a comparison of the seven ratios for 
an individual statement with the ratios for that type of business 
as determined by a basic study in which the essential factors of 
a total type are brought into percentage relationship. Pure com- 
parative analysis in which mere volume is compared may pass 
over conditions that a percentage analysis of the internal char- 
acter will disclose. For this reason internal analysis goes into the 
credit condition much more minutely than comparative analysis. 
When this is carried on into type analysis we can tell whether 
the name under discussion averages up to the standard set for 
that kind of business. To make this type study more accurate 
there should be a further division within types ' into economic 
zones so that conditions in different parts of the country would 
be thrown into relief in the national study of any one kind of 
business. 

The general establishment of standards, or, rather, averages 
such as this, as a universal thing ready for use, has not yet been 
accomplished because of the lack of a central place for such work. 
It could be done by the government through the Federal Re- 
serve System, or it might be done under the auspices of some 
large organization such as the National Association of Credit 
Men or the American Bankers' Association. Or, finally, it might 
be done by private enterprise. As yet, however, it has not been 
done publicly, as far as the writer knows, except in his own ex- 
periments. Until some national agency takes up the compilation 
of gauges based on averages and is in a position to furnish them 
to bank credit men they must supply themselves, and the time and 
labor in doing so is well spent. 



CHAPTER VII 

Discount Committee Organization 

The stockholders of a bank are the owners of the business. They 
elect a board of directors, which in turn elects or appoints a group 
of officers. The actual daily running of the bank is the duty of 
the officers. It is their work to undertake the routine manage- 
ment of the bank, meet the public and carry out the details of 
policies. It is right, however, that these policies should be de- 
cided upon by the directors. In addition to appointing the offi- 
cers the board of directors often delegates part of its power to 
a sub-committee known as the discount committee. As its name 
implies this committee is entrusted with certain powers in con- 
nection with the loaning of funds. It is to this committee that 
the officers are primarily responsible for the making of loans, and 
this committee itself is responsible in turn to the directors. And 
most interesting of all to the credit man and his department is 
the fact that a majority of the decisions made are based upon the 
facts and analyses supplied by the credit department. 

ROTATION OF MEMBERS 

The character and composition of the discount committee, be- 
ing as it is a division of the board of directors, naturally depends 
in a great degree upon the type of the directorate itself. It 
should, however, be so handled that it will bring the directorate 
as close as may be possible to a board that is one hundred per 
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cent, efficient in the actual directing of and knowledge about the 
bank's affairs. It sometimes happens that the various discount 
committees become more or less fixtures, and with long tenure 
of office usurp to a very great extent the powers of the board of 
directors. To avoid this ingrowing condition a certain percentage 
of the discount committee should rotate in office so that within a 
reasonably short time the rotation will bring into active contact 
with the discounting feature of the bank each and every bank 
director. The length of service should be great enough so that 
every borrowing name in the bank will come under observation 
several times. 

In this connection it might be well to remember that demand 
loans are not of fixed maturity and on that account may easily 
rest dormant in the files. To avoid this and to bring the matter 
before the discount committee's scrutiny it is wise to make the 
replacement of all demand notes by fresh paper at least once in 
six months, and, if practicable, once in four months, a definite 
and fixed policy of the bank. At these periods the renewal, re- 
duction or pa3Tiient of important loans should be a matter of dis- 
cussion by the discount committee. Abuses of demand loans are 
common. It is often a scheme of the borrower, outside of the 
few large centers, to get his obligations into a class of paper that 
is not actively watched, with the intent and purpose of getting 
carried for longer periods without the suggestion of payment 
that is usual with time paper. It also becomes the duty of the 
credit department to watch and stir up at times these demand 
loans, so as to prevent them really becoming almost a capital 
investment in which the bank is economically a stockholder or 
partner in the business. 
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FORMAL TYPE OF ORGANIZATION 

The actual composition of the discount committee is important, 
as upon its organization will depend a large part of its effect- 
iveness. The president of the bank, being the executive head of 
the corporation, should be the chairman of the discount commit- 
tee. He is primarily responsible to the stockholders for the 
proper conduct of the bank from the standpoint of earnings and 
is also directly responsible, in a moral way, to the depositors for 
the fundamental strength and safety of the bank and the security 
of their funds. The responsibility of a president of a bank is no- 
where more positive than in his leadership of the discount com- 
mittee. The senior vice-president should act as vice-chairman of 
this committee. It is wise to have the cashier serve as secretary 
and he should keep regular minutes of each meeting. This is the 
formal organization or skeleton on which the discount committee 
is built. 

All the other bank officials who are directly loaning officers 
should be permanent members of the discount committee. In 
only exceptional cases should they let anything interfere with 
their attendance at the meetings of the committee. In addition 
to the loaning officers, the manager of the credit department, 
whether he is an officer of the bank or not, should attend regu- 
larly the meetings. His department is responsible for the proper 
accumulation and analysis of facts and figures and it is a pretty 
safe policy to have every loan pass through his laboratory for 
credit analysis before going before the discount committee. In 
most instances new-business prospects will set forth their credit 
necessities, and for this reason the new-business manager should 
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have free access to the discount committee meetings, so that he 
may discuss with the committee such names as he may be expect- 
ing to solicit for accounts and receive a certain amount of assur- 
ance that the credit accommodations will be allowed if the subject 
in question is in a receptive humor when he calls. By handling 
the matter this way the bank can save its new-business depart- 
ment much embarrassment. In addition to the officers mentioned, 
who should be regularly on the committee, the other officers of 
the bank should be invited to attend from time to time, as names 
with which they may be personally acquainted come up for con- 
sideration. Even if there are no instances of this kind it is a 
good thing to have them in attendance occasionally so as to keep 
them in the proper attitude toward the bank's discount policies. 

SIZE OF COMMITTEE 

The number of directors, outside such officers as may be di- 
rectors, who shall be assigned to the discount comjnittee, is 
largely a matter of personal opinion. It should, however, range 
from ten to twenty per cent, of the board membership. If there 
are twenty directors on the full board, then from two to four 
non-officer directors should be serving at all times on the discount 
committee. The^ other members should, of course, have the right 
to attend at any time, and if any special matter is to be considered 
about which any particular director is supposed to be well in- 
formed, a special request for his attendance at that meeting 
should be made. In this case it becomes the duty of the director 
to be present and give to the committee the best judgment his 
special knowledge may make possible. Such directors as are 
assigned to duty on the discount committee should allow a suffi- 
cient time so that these meetings will not be hurried, and they 
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should receive pay for their time. The amount of this remunera- 
tion, of course, is a matter of judgment, but it should be about 
the same as is paid for attendance at directors' meetings. 

FREQUENCY OF MEETINGS 

The frequency with which discount committee meetings should 
be held depends entirely upon the amount of business that the 
bank has on its books. If it is a small bank with a rather limited 
number of requests for loans, it is possible that one or two meet- 
ings a week will be enough to satisfy the demand. On the other 
hand, as the business of the bank increases it becomes more and 
more necessary to have discount meetings daily, which is, of 
course, the best way to transact business, as it does not delay loan 
decisions beyond twenty-four hours and therefore gives the bor- 
rower better service. It also keeps the discount committee di- 
rectors more in touch with the workings of the bank and creates 
a board of directors that more nearly directs. 

In such cases as when a committee does not meet daily, or 
where the volume of work is so great that it can not be trans- 
acted before the committee, it is customary to put into the hands 
of the officers the power of making loans up to a certain limit. 
In this they are using delegated powers of the discount committee 
and generally submit their actions to the committee at its next 
meeting for ratification. 

ORDER OF BUSINESS 

The writer believes that systematic routine, properly designed 
and with sufficient elasticity, makes it possible to cover much 
more ground in a given time and to better effect than could be 
covered by any scheme of unguided activity. It makes for speed 
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in that it follows regular channels, and it makes for thoroughness 
because things are taken up in regular order and nothing is lost 
sight of or overlooked. With this in mind it seems a good thing 
to establish an order of business for the discount committee to 
follow. For the sake of discussion let us assume that the commit- 
tee is to meet every day at a regular hour. 

The first order of business, after the reading of the minutes of 
previous meetings, should be a brief survey of the loans and dis- 
counts made or extended the day before. This serves two pur- 
poses. First, it gives the discount committee an opportunity of 
knowing whether its actions granting loans or asking for re- 
ductions of loans was followed. To get at this accurately the 
vice-chairman of the committee should have at hand the notes 
of the day before and should read the names and amounts. It 
is very good business to have the discount journal at these meet- 
ings and let some one, preferably a director, check each item as 
it is called. This provides a sort of daily audit and check, of the 
discounts, by the board of directors and makes for a much better 
knowledge by the board of the bank's true condition. 

The second order of business should be the reading of a list 
of the loans paid on the preceding day. This, together with the 
first order of business, will disclose accurately whether or not 
loans have been reduced as asked. 

The third order of business may well be the announcement of 
the total loans made on the preceding day and the payments made, 
indicating the increase or decrease in the outstanding loans and 
discounts. This keeps the committee informed as to expansion 
or contraction of loans. 

The fourth order of business may be the consideration of re- 
quests for credit. These should be presented by one of the loan- 
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Discount Application 



Amount Wanted $- 



Time Asked— _ Days, Renewal- 



Collateral 



Present Line: 



One Name- 



Two Names- 



Collateral . 



Rate % Total. $- 



Maximum Had- 



Balance 191- 

AvERAGE Balance (last six mos.) 
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ing officers or the manager of the credit department and it may 
be a wise thing to have them made on a special sHp so that at all 
times they, will be in the same form and also that the slip may be 
Hied in the credit records for possible future reference. The in- 
sertions are good examples of such forms. 

The manager of the credit department may read the request 
for credit and the reason for its being asked. He should follow 
this by reading the statement, giving the analysis of the figures 
according to his method of analysis, and should lay before the 
committee as full a picture of the true conditions surrounding 
the risk, as he may be able. This should be followed by such in- 
formation as any loaning officer or director may have concern- 
ing the risk. After this presentation and discussion the matter 
should be voted on by the committee and the loan allowed or dis- 
allowed, as such vote might direct. Any member not expressing 
a negative vote should be deemed in the affirmative, and a record 
of the vote should be kept so that at any future time there can 
be no doubt or shifting of responsibility. There being no nega- 
tive vote, all should be equally responsible for the results of 
the loan. 

The fifth order of business should be the discussion of any 
prospective business which the new-business department may 
have to ofifer for consideration. 

The final order of business should be anything that the officers 
might want to bring to the attention of the committee or any in- 
formation that the directors may think of interest to the offi- 
cers. There should be a few minutes of round table discussion 
devoted to the development of the bank along sound and pro- 
gressive lines. 
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USE OF CREDIT DEPARTMENT LOAN CARDS 

In connection with the reading of loans made, leaps paid or 
reduced and lines of credit coming up for consideration, the card 
form, indicated in Chapter II, makes it possible for each member 
of the committee to get a bird's-eye view of the history of the ac- 
count. To do this requires little or no time and always keeps 
the account fresh in the minds of the committee. The following 
formal way is suggested as a means of reaching this end : 

Let the chairman of the committee sit on one side of the dis- 
count table near the head. Let the vice-chairman sit opposite him. 
Let the manager of the credit department sit on one side of the 
chairman and on the other side the two directors, and beyond 
them the other members of the committee. The vice-chairman has 
on one side of him the bank officer who takes the record of the 
meeting, and on the other the discount journal, which one mem- 
ber of the committee checks. With the notes in front of him the 
vice-chairman begins reading the loans made, and as he starts, the 
manager of the credit department hands the card to the chairman. 
This is passed down the line and the cards are stacked one by 
one as they reach the last man. The vice-chairman does not wait 
until the first card reaches the end of the line before presenting 
the second name, but goes ahead reading at a moderate rate. 
When any member of the committee, either by the reading or 
from the card, sees anything that appears to him worthy of note 
he stops the proceedings and asks for discussion. It may seem a 
detailed method, and one that would cause delay, but operating 
under this system it is possible to pass over a hundred names and 
transact the other matters as scheduled in thirty or forty min- 
utes, except where conditions surrounding any one name make 
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it desirable to devote considerable attention and discussion to 
that name. When such a condition develops, the extra time 
called for is not a burden but a duty and also an opportunity for 
the members of the discount committee to exercise their functions 
properly and give to the bank the benefit of their experience. This 
is really why they are directors and officers, and with the honor 
and salary that come from the position comes also responsibility 
to stockholders, depositors and business in general. This duty 
should not be shirked, even if it can be, and the hurrying of a 
discount committee meeting or the slighting of its investigations 
should not be tolerated by the president, who as the executive 
head is primarily responsible. 

USING THE GENERAL KNOWLEDGE OF THE BOARD 

The board of directors, if wisely chosen, represents many lines 
of business. These will be represented in turn on the discount 
committee and each director, as he serves on this board, should 
cooperate to the fullest of his ability in giving to the officers the 
closest information that he has on business conditions in his own 
or related lines. If any director has made a special statistical 
study that demonstrates an unsound state in that type of business 
in which he is engaged he should bring this information to the 
discount meeting as a guide to the men who are held directly re- 
sponsible for the bank loans. 



CHAPTER VIII 

Cost and Profit of a Checking Account 

There is an element in making loans quite apart from the actual 
risk involved in the loan itself. A loan already made may be 
perfectly safe and yet it may be to the decided advantage of the 
bank to have the loan paid or at least to deny an increase. At 
a different place we spoke of the never-ending circle that runs 
between deposits and loans and the very close relationship that 
exists between them. It is this close relationship that brings the 
question of deposits to the front when considering credit line 
extensions. 

MARGIN OF PROFIT ON BANK SALES LOW 

In ordinary commercial life there is a fairly large margin of 
profit in sales. These will run from five per cent, of the sales up 
to fifteen or twenty per cent, without starthng any one. On the 
other hand, the margin of profit on loans is small, as time money 
rates, except in the far west or south, will on the average seldom 
equal and rarely exceed six per cent. As this rate covers the to- 
tal returns to a purely commercial bank, aside from the earnings 
of special departments such as bond departments or the like, the 
cost of doing business must be deducted and when this is done a 
very small margin is left with which to pay earnings. 

This may perhaps be best illustrated by taking a unit example 
and comparing the returns in banking with the returns in com- 
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mercial life. Let us take one hundred dollars as such a unit. In 
commercial Hfe this sum would, or could, easily be used in such a 
business as would make ten per cent, on sales, and where the turn- 
over would be at the rate of three times a year. By doing this the 
hundred dollars would show sales of three hundred dollars and 
the profit, on a ten per cent, basis, would be thirty dollars. In the 
banking business, if this one hundred dollars were continuously 
loaned for a year the return would approximate six dollars. It 
is easy to see that the great difference makes quite a large dis- 
crepancy in favor of commercial life. There is, of course, com- 
pensation in that a bank loans not only its own money but the 
funds of its depositors, and on this account gets a much greater 
volume in proportion to its own invested funds. In fact, loans 
or discounts will at any time run perhaps from ten to twelve 
times the capital of the bank, giving it volume on its business and 
hence earning capacity. 

A bank, as has been said, making loans is rarely called upon 
to give up funds at once, but generally accommodates the bor- 
rower by giving him a credit against which he may draw. Banks 
are compelled to carry a reserve of ten per cent, against these 
deposits, whether created by loans or by real deposits. As a mat- 
ter of fact, they carry approximately twenty-five to thirty per 
cent, real reserve in the nature of accounts with other banks, 
generally called cash means. This represents the available funds 
against which they may draw on demand for the settling of 
claims on them through the deposits of their customers. This 
makes necessary a very great development of a certain amount 
of free money, on deposit, over and above the legal requirements 
so as to have it available for use as reserves for further loans, 
and for exchange. 
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THE BORROWINGS OF A CUSTOMER SECONDARY PROFIT 

It is a mistaken idea that a customer is doing a bank a favor 
if he borrows all the money he can and leaves no balance to speak 
of on deposit. The openness of the money market and the fluidity 
of credit disproves and sets aside this contention, because banks 
can always find investment for any excess credit they may have 
at their disposal, by turning to the open market and by the pur- 
chase of commercial paper. The customer that does the bank a 
favor is the one that deposits and does not borrow, thereby cre- 
ating excess credit to be marketed by the bank and through which 
the bank can secure further connections because of its ability to 
extend credit. 

For this reason the value of a deposit account must stand on 
its own merits and its value to the bank is dependent upon the 
cost of handling it and the loanable funds it creates, entirely sep- 
arate and distinct from any borrowings that may be directly con- 
nected with it. As a bank sells its credit accommodation and gets 
in return the market rate and a balance, the value of the account 
is a most interesting and potent factor, not in the safety of the 
loan but in the desirability of the connection at all. Therefore, 
it is advisable to have some way of figuring the profit on an 
account to see whether it is of sufficient benefit to make the con- 
nection worth while. 

Exchange paid and received and the length of time items have 
been in transit without the bank having use of the funds, interest 
and the like have, for the most part, been the factors that have 
been used in trying to determine the cost of running a checking 
account. It is very true that all of these items do enter into the 
consideration of the question, but there is a more reasonable and 
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better cost accounting method than that which limits itself to the 
mere figuring back and forth of these items. 

COST OF OPERATING CAUSED BY PHYSICAL VOLUME 

If you ask a logical question as to what makes necessary the 
large number of receiving tellers, the many bookkeepers, etc., 
that are part of the main expense of a bank you will begin to get 
nearer the true reason for the cost in running an account. It is 
the volume of work that is being transacted. In its organization 
a bank equips itself for a certain volume of work, both in fur- 
niture, fixtures, office space and clerical force. After a time, as 
the volume of business increases, more clerks will be needed, 
more fixtures bought and the possibility of enlarged quarters 
begins to make itself felt. 

And by the volume we can not mean the volume in dollars and 
cents but must mean the volume in physical units or items going 
through the bank. There is no more work in handling a hun- 
dred dollar check than in handling one for ten dollars. A ten 
thousand dollar check lists as quickly on an adding machine as 
does one for ten dollars. A teller can check up or prove up a de- 
posit of fifty thousand dollars made up of ten checks more quickly 
than he can a deposit of fifty dollars made up of twenty checks. 
The amount of physical work to be done is what determines the 
expense for fixtures, machines, clerk hire and the like. As the 
physical work increases the costs go up because the payroll is 
larger. Furthermore, this physical unit also controls, to a very 
great extent, the size office that is needed, the number of officers 
required and therefore much of the overhead. 

This has been seen and understood by many who have made 
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a study of bank cost accounting. They have grasped this prin- 
ciple and have counted the number of checks going through 
the bank in any given time and have divided the estimated daily 
expense of running the bank by the average number of checks 
handled daily to establish the cost of handling one check. By this 
they have attempted to estimate the expense connected with 
running a checking account ■ and have, in a small degree, ap- 
proached the true theory of cost accounting from the banking 
standpoint. 

What makes the volume of checks passing through a bank a 
good basis of measure is the fact that their handling requires both 
clerks and space. But neither the space nor the quality or char- 
acter of the clerks is uniform, for some operations need more 
space and the varying salaries makes it more costly in some hand- 
lings than in others. The variation in space, however, is too ir- 
regular to allow of any very great application to costs, but the 
variation of salaries is not as irregular and, after all, is more 
essential, as increasing volume of business necessitates increased 
clerical force far more quickly and directly than it does increased 
ofifice space. For this reason, and because it has been found sim- 
ple, the clerk, with a unit scale gradation, has been used to good 
effect as a means of apportioning cost. It is easy to see that, 
with a number of operations taking about the same time, it actu- 
ally costs the bank twice as much if handled by a one-hundred- 
dollar-a-month clerk than if handled by a fifty-dollar-a-month 
clerk. 

COST IN PROPORTION TO SALARY HANDLINGS 

It is, of course, possible to c'arry this scaling down to a minute 
scale, but from the standpoint of practical efficiency it is not 
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needed. Too much detail would be red tape and red tape often 
costs much more than the results would warrant, so that the sys- 
tem adds, in itself, so heavily to the cost as to be exorbitantly 
expensive. With this in mind the following scale of salaries is 
suggested as being a reasonable one and at the same time pre- 
senting sufficient variation to cover closely enough the difference 
in costs as between types or classes of clerks. As a matter of 
phraseology the word "count" is used in this discussion to de- 
note the unit basis apportioned according to the scale. 

v. 
COUNT SCALE 

One handling by clerk, salary to $25 per month — 1 count 
One handling by clerk, salary $25 to $50 per month— 2 counts 
One handling by clerk, salary 50 to 75 per month — 3 counts 
One handling by clerk, salary 75 to 100 per month — 4 counts 
One handling by clerk, salary 100 to 125 per month — 5 counts 
One handling by clerk, salary 125 to 150 per month — 6 counts 
One handling by clerk, salary ISO to 175 per month — 7 counts 
One handling by clerk, salary 175 to 200 per month — 8 counts 
One handling on basis of salary 200 to 250 per month — 9 counts 
One handling on basis of salary 250 to 300 per month — 10 counts 
One handling on basis of salary 300 to 400 per month — 11 counts 
One handling on basis of salary 400 to 500 per month — 12 counts 
One handling on basis of salary 500 to 1000 per month — 13 counts 
One handling on basis of salary over $1,000 — 14 counts 

The next problem is to route the various classes of checks 
from the time they come in by mail or are deposited by the cus- 
tomer, until they have passed through the bank and are no longer 
a cause of expense through operation. At each step or handling 
a notation must be made of the count class in which the clerk 
handling that step is placed. This determines the counts which 
the operation consumes. An addition of these counts will tell 
the total number of counts for each kind of check. This process 
can be continued for all classes of checks and the record can be 
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arranged to cover every kind of operation in the bank's activity. 
It is a simple matter to chart this condition, and the diagram on 
the opposite page is suggested as at least one manner of doing 
this in a concise and accurate manner. The phraseology may 
differ in different banks, but the theory remains the same and the 
wording can be changed to agree with the items handled or the 
clerks or departments handling them. This in no way affects the 
results, as the system is thoroughly elastic and can be molded to 
fit any method of routing. 

THE COUNT SYSTEM 

An explanation of the chart will help to give a clearer under- 
standing of how it may be worked out so as to get a fairly 
accurate cost for each kind of item handled in the routine of 
bank work. Across the top of the chart, each with a separate 
column, are the names of the types of clerks that make up the 
bank staff. Down the left hand side of the chart are the various 
items that go through a bank. Either of these may be increased 
or decreased in number as the character of the bank and its busi- 
ness demand. It will be noted that each square formed by the 
clerk and check type column is divided by a diagonal line. The 
upper half of the square is to be used to denote the actual num- 
ber of times a check is physically handled individually by any 
clerk from the time it enters the bank until it leaves. The lower 
half of the square is to record the number of counts those 
handlings represent. First, a study must be made of the normal 
course of a check through the bank because we must base our 
figuring on the presumption that checks will take a normal course 
most of the time. If there are a number of each kind of clerks 
any of whom may handle the items, then their average salary 
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should be used to determine the number of counts such handling 
will generate. After the routes through the bank have been de- 
termined, the number of handlings by the various clerks should 
be entered in the upper half of the squares. Then, in conjunction 
with "The Count Scale" and the average salary list, the number 
of counts for each clerk for each type of check should be entered 
in the lower half of the proper square. These counts, totaled, 
should then be entered in the column designated for that purpose. 
Arrangements should then be made to make an actual count of 
each kind of item handled by the bank for a week or for two 
weeks at a normal time of the month. If the first and last weeks 
of the month are taken they would in most instances come close 
to normal. A daily average for each kind of check should be 
struck and entered in the column reserved for that purpose. 
Then the average total counts for the bank's daily operation is 
secured by multiplying the counts per type of item by the average 
daily number of items in each case and adding the column. 
It then becomes possible by dividing the total of the cost of one 
day's operation by the total number of counts to determine the 
cost of operation per count. This cost per count multiplied by 
the number of counts for any item will give the operating cost 
per kind of item. 

This system differs from the one of dividing the daily total 
cost of doing business by the total number of items in that it 
loads an extra cost on items handled more frequently or by 
more expensive clerks. It takes into consideration both the nec- 
essary extra work of double handlings and the wage scale, and 
so comes nearer to the actual costs. 

The normal routing of checks and the consequent handlings is 
a thing that, once traced, need not be retraced as long as the 
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system within the bank for handhng its work remains constantly 
the same. A considerable revamping of salaries makes it neces- 
sary to check over the counts assigned to any handling. But, as 
this salary element is a matter of averages, it is a question 
whether this element is subject to any very sudden or radical 
changes, and the cost figures once established can generally be 
used with a very fair degree of accuracy for at least a year. It 
may be well to make a recheck on the number of items handled 
by taking an actual count for a day or two at bimonthly periods 
and so obtain an average number of items handled. This does 
not present a difficult problem, as in most banks there are lists 
in the various departments that can be counted very rapidly and 
with sufficient accuracy, by using a measure. To do this, make 
a list from one to one hundred on the adding machine used in 
that particular department, and by measuring this against the 
lists a total can be ascertained very quickly. 

There may be some departments that create expense but which 
are not directly connected with the checking part of the bank, 
such as the bond department, for example. This makes necessary 
a division rating of expense so as to get the daily costs. First, all 
direct expense should be charged against the departments under 
examination and then the overhead items of rent, taxes, light, 
officers' salaries, etc., should be equitably divided among the de- 
partments. This may be done in several ways. Either according 
to the space occupied by departments, the proportion of the direct 
expenses charged against departments or some such prorating 
plan. From such an analysis the daily cost is figured. 

After the cost of handling any item has been determined we 
have come to a point where we can figure the profit on an account. 
It is necessary to count the various types of items, find how many 
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are handled in a given time and determine the average balance 
the account has maintained so as to get at the amount of loan- 
able funds which may be income producing and from which the 
bank gets its earnings. This information can best be accumu- 
lated by use of a proper assembly sheet, of which the insertions 
are samples, being, however, reduced materially in size. 

By accumulating the balance records, deductions for float and 
the like on this kind of sheet and using the lower part of the form, 
it is possible to figure the profit or loss on an account quite distinct 
from the loans made to it, and thereby form an intelligent judg- 
ment as to the value of the account and the desirability of extend- 
ing credit to hold it In the bank. This, of course, is subsequent to 
and contingent on determining whether the loan would be safe 
from a credit standpoint. Variations from this plan are, of course, 
possible, but it is offered as an aid to those who have that cus- 
tomer to combat who thinks borrowing is all that is necessary 
to the bank's health. 



CHAPTER IX 

Commercial Paper 

different in character from depositor borrowings 

Some of the mistakes made in buying commercial paper are, 
without question, due to a lack of a full understanding of what 
commercial paper is and some of the basic economic laws that 
apply to its issue and the necessity of its being. Commercial paper 
is born into another family from the straight note that is dis- 
counted by banks of deposit, and in no way can it be treated as 
the same kind of risk. 

This does not mean that such a note is any less desirable or any 
more dangerous, but refers to the difference in caution that must 
be used in taking into the bank's portfolio a note about which the 
credit man can rarely have the personal contact knowledge that 
he has with a customer. The personal equation is nil, and more 
reliance must be placed on analysis and less upon the process so 
commonly known as sizing up. Personality almost ceases to exist 
in this type of investment. 

Before an intelligent consideration of any question can be 
undertaken it is necessary to establish a premise, so we shall 
devote some space to a discussion of the character of commercial 
paper before taking up the more technical question of buying it 
for bank investment. 

CHARACTER OF COMMERCIAL PAPER 

At the very outset we are confronted with the fact that the 
term commercial paper is somewhat of a misnomer. In its 
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strictest definition the word commercial means "pertaining to 
trade or commerce ; mercantile." By this definition commercial 
paper should mean the paper of trade or commerce, or the paper 
of merchants. Such paper would be the notes, drafts, acceptances 
and business paper of merchants issued for the purpose of meet- 
ing commercial debts or of settling mercantile transactions. For 
many years and until very recently the volume of such paper is- 
sued by houses in good standing has been limited, at least for 
domestic transactions. 

In the place of acceptances and such forms of true commercial 
paper as have been used in Europe, this country has developed 
a system of selling on open book account, as between merchants, 
and bank credit, on straight paper borrowing, at banks of deposit 
as the credit medium. This has been accompanied by the creation 
of cash discount terms, designed to further prompt payment, 
and thereby increasing borrowings at banks of deposit in or- 
der to raise the necessary funds to take advantage of the dis- 
count. This system allows for the payment of the whole bill 
with a fairly liberal discount, if payment is made within a short 
time, generally ten days, or the payment of the face of the or- 
der at the expiration of thirty or sixty days. Any merchant 
who is in good standing with his banker borrows direct and takes 
full advantage of the discount. The merchant who has used up 
his bank credit line buys on net thirty or sixty day terms and 
loses the discount. The merchant further down the credit scale, 
with a limited capital and a tight credit condition, lets the ac- 
count run to maturity and then may pay part in cash and offer 
notes for the balance. So generally is this issuing of notes so 
based that to the active credit mind notes receivable in a state- 
ment, lacking a close explanation, are more generally than not 
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looked upon as being more than likely the evidence of slow or 
past due accounts. Likewise notes payable for merchandise in 
a statement create at least a mild belief that the subject is stand- 
ing off his creditors beyond the usual sales terms by issuing 
notes for matured accounts which he is not able to pay entirely at 
the time of maturity. 

This development has brought about two conditions of interest. 
First, the commercial note has largely fallen into disrepute; and 
second, banks of deposit (of the buyer) have been called upon to 
finance on direct paper a very much larger percentage of credit 
operations than would be the case if a real commercial paper 
relationship existed between seller and buyer. In this case the 
banker of the seller would be asked to extend credit on the com- 
mercial paper of the buyer endorsed by the seller and credit 
would be based on the two-name paper of both buyer and seller, 
a paper that could rightly float in an open market. This latter 
condition is about what has prevailed in Europe with the addition 
of central discount markets where this paper becomes the mer- 
chandise that is sold by banks needing funds for further customer 
accommodation and is bought by banks having surplus funds for 
investment. The European method based on real commercial pa- 
per floats credit from the congested or overloaned sections of the 
country to such parts as have surplus funds, business in these sec- 
tions being temporarily well supplied. Under these conditions 
the shifting of credit may not be in a geographical movement at 
all. It is quite possible for a bank to be a specialist on one or 
two lines of trade where credit requirements may be seasonal, 
leaving the bank with surplus funds at some times and very tight 
at others. With the liquidness of credit that is possible through 
an open market for the sale of commercial paper it becomes sim- 
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pie to adjust loans so as to have paper maturing at a time the 
home demand springs up. This, in economic theory, is the ad- 
vantage of the use of commercial paper and its substitution for 
an open account carrying system. 

ABSENCE OF GENERAL OPEN CREDIT MARKET 

There, has been no open market for the purchase and sale of 
commercial paper in this, country probably due, from an economic 
standpoint, to the fact that no real commercial paper has existed. 
There has been, however, the shifting demands for credit accom- 
modation and the usual spotted condition of the credit supply. 
Here a locality with banks loaned up to the legal limit; there a 
place in which banks had money to loan or credit to extend. This 
condition demanded some basic economic remedy and that rem- 
edy has been found in the so-called commercial paper broker and 
. that type of paper which we are in the habit of calling commer- 
cial paper. 

Direct banking connections, connected with credit extensions, 
are based on the soundness of the name and the maintenance of 
commensurate balances. It at once becomes obvious that there is 
an artificial restriction against companies finding the easy money 
market on the basis of maintaining banking relations at all times. 
It would be a practical impossibility for the deposit accounts to be 
so scattered that loans could be transferred from congested to 
free or easy markets through banks of deposit. It would require 
too many accounts and too much money tied up in idle balances. 
This difference in money markets has led to the existence of 
the brokers referred to, and in a large way they are like clear- 
ing houses for the credit of the country, taking notes from one 
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section and selling them in another. The portfolios of the lead- 
ing brokers are a substitute, after a fashion, for the open mar- 
ket of Europe, and like that market, have a tendency to equalize 
and stabilize credit between the business communities of the 
country. 

METHOD OF ISSUE 

We have, at some length, discussed the reason for the existence 
of the commercial paper broker and found that the type of paper 
he handles comes from a real economic need and is based upon 
sound business necessities. The next step is to understand the 
method under which this paper is issued. In the beginning of 
this kind of business- the note broker was far from the high type 
we know him to be to-day. He was a man who took few risks; 
sold on a very liberal discount basis, wherever he could find a 
market, and in many cases did not have any interest in the note 
until it was sold. He did business on a wide margin of commis- 
sion and at no time took any risk, as the maker of the note was 
not paid until the broker had placed the paper. It was much 
more like a note-shaving proposition than a strictly clean-cut 
business deal. During the past ten or twelve years, however, 
these transactions have been reduced to a very small percentage 
when compared to the whole amount of paper so floated. Now, 
generally, the broker actually buys the paper, paying his customer 
at once and carrying the paper himself until sold to some bank 
or possibly some commercial investor. The relations between 
the best brokers and their clients are in many ways very similar 
to the relations between the banker and his customer except for 
the deposit requirement or custom. This condition leads to a 
greater conservatism on the part of the broker in buying and 
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should put the broker's own credit department more closely be- 
hind the risk, thereby making for better paper. Indeed, it is a 
good rule not to deal through houses that do not actually own 
the paper they are selling. 

CHARACTER OF COMMERCIAL PAPER SELLER IMPORTANT 

There is another reason why the character of the house selling 
the paper plays an important part in the soundness of the paper 
sold. When a company makes a connection with a brokerage 
house it is extended a line of credit by that broker, which, under 
certain sound regulations, the broker will float for the company. 
If the broker is one who shops for rates or is likely to be too 
easily frightened in troublesome times his customers are apt to 
be suddenly out of funds by unreasonable withdrawal of lines 
of credit. The fair weather banker has broken many companies 
that could have been pulled through, and a broker with a chicken 
heart can wreak havoc on a business that needs a little temporary 
assistance in times of stress. 

This is not an argument for the broker to take on the accounts 
of companies that are already in rough water but is directed 
against such brokers as refuse to aid clients when the going is a 
bit bad or who rush out weak paper upon the ill-informed banker 
only that they may be rid of it themselves and ignore even a 
moral risk. There are some brokers of such high ethical stand- 
ards that they would rather take a loss themselves than know- 
ingly pass sick paper on to their buying bank customers. There 
are also houses that, when one of their clients turns sick or pos- 
sibly looks bad, will stand by and keep their lines open, without, 
however, putting the name on the market. Such brokers are 
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clean productive builders of business, and the first thing to be 
considered, by the house that wishes a commercial paper broker 
connection for the enlargement of its credit, as well as by the 
bank that buys such paper, is whether or not the broker is of the 
right stamp. While the honesty of the house and its standing 
as a broker will not stop losses, it is safe to assert that the better 
the broker, the higher his standing, the better the paper sold by 
him will average. Therefore, when buying paper, the very first 
consideration is the broker himself and his record for strength, 
fairness and business honesty and ability. 

Having established in his own mind the character of the various 
brokers and having selected such as he may care to do business 
with, it next devolves on the bank credit man to judge the risks 
involved in the various names offered to him by the broker. 
Too many credit men go by the rule of two for one and never 
get beyond a small circle surrounding their credit desks. The 
commercial paper risk is at once dififerentiated from the custo- 
mer risk because in most instances the personal element is almost 
entirely lacking. With the customer the credit man can size up 
the personal element, the plant and other physical aspects of the 
risk. In the commercial paper field he has to rely on analysis and 
such second-hand impressions as he can get by correspondence. 
This adds to the difficulty of the task, for it requires closer 
analysis and deeper thought. 

DIFFERENTIATION OF TYPES OF PAPER 

Roughly speaking, there are four main classes of business, 
manufacturer, wholesaler, jobber and retailer. As a general 
proposition the nearer inventory is to the absolute raw ma- 
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terial, of standard size and fineness, the more liquid it is and 
hence the more advantageous as an asset. As the manufac- 
turer deals first with the raw material it might seem that he would 
be the more favored risk. His receivables are more generally 
limited to a comparatively few customers, generally quite re- 
sponsible wholesalers, and on that account should be very liquid. 
He is generally, however, burdened with a heavy plant invest- 
ment. 

The wholesaler also sells to a comparatively limited number of 
customers, thereby keeping his receivables in a good state of 
liquidness, but he is a step removed from the raw material. The 
jobber begins to branch out and carries a greater variety of lines 
of merchandise and a larger number of smaller accounts. He is 
also two steps from raw material. The retailer carries a very 
wide line of merchandise, far removed from the raw material, 
and in the modern development of cash business has relatively 
only a limited amount of receivables, which, as a rule, liquidate 
with the highest ratio of return in case of failure. His stock is 
also likely to accumulate a larger proportion of out season ma- 
terial. .In the process of grading types the retailer would, by 
the nature of his business, be placed at the foot of the credit 
scale, the jobber next above him, the manufacturer, whose in- 
ventory shows a large proportion of semi-manufactured stock 
and little raw material, just ahead of the jobber, the wholesaler 
ahead of this kind of manufacturer and the manufacturer with 
a small list of customers and a short bridge between raw material 
and sales at the top of the list. 

It may be that others will disagree with this general grading, 
and it is certain that it is but a crude attempt. It is, however, a 
valuable thought to keep in mind, particularly if the proportion 
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of manufactured or in process merchandise gets too large, when 
taken in ratio analysis with- the other current assets. One fairly 
good rule or measure is to compare the total of the cash and 
receivables to the total current debt. If it is equal in amount 
and the merchandise is left free and clear for liquidating shrink- 
age and if merchandise is largely raw material then the name 
begins to approach the best proportions. 

UNDER OPTION 

The commercial paper broker calls on the bank with a list 
of offerings and presents the figures of the last statement for 
consideration. A cursory reading of the statement, bearing in 
mind such things as debt percentage and current ratio averages 
as discussed in the chapter on type analysis, will make it possible 
for the bank credit man to determine whether or not the name is 
at all possible or whfether it is entirely out of the class of paper 
he desires to buy. Having decided that the name has possibilities 
the credit man may take under option an amount regulated by 
the policy of his bank. If the name is new, or is one .that his 
bank has not considered for some years, then he should ask for 
the statements for the past two years, or in some instances three 
years. He should get all the supplemental information the broker 
may have and should insist on the sales for both years of the 
statements under consideration. These sales are of the utmost 
importance, even more so in commercial paper than in customer 
paper, because more reliance has to be placed on analysis and 
because a knowledge of sales volume is absolutely necessary for 
a true understanding of any statement. The bank credit man 
is in a stronger position to demand information from a commer- 
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cial paper name than he is from a customer name because there 
is no possible loss of deposits connected with a refusal to buy 
the paper of a commercial paper name. Therefore he can pick 
and choose more carefully, buying such names as he can get the 
necessary information about and optioning such as he feels do 
not quite come through clean. 

CREDIT DEPARTMENT RECORD OF PURCHASES 

The statements should be subjected to a searching compara- 
tive, internal and type analysis and the records spread on such 
a form as will make it possible to compare at a glance the rela- 
tive changes from year to year. This record should be so de- 
signed as to carry all the necessary information concerning the 
amount of the purchase, the date of the purchase, the rate, the 
maturity, a synopsis of opinions obtained and any security, en- 
dorsement or guaranty that supports the goodness of the note. 
Then, if more than one officer has to pass upon the paper, space 
should be left for initialing the purchase so that at any future 
time there can be no doubt as to the responsibility for the pur- 
chase. The form on page 205, used as a card file, indicates how 
this may be done easily and compactly. 

INQUIRY LETTERS 

The analysis of the statement being made, the credit man 
should address himself to the task of securing the indirect in- 
formation concerning the moral risk and general condition of 
the name. For this he must rely upon the opinions of his brother 
credit men, who are located within observation distance of the 
plant, who may know the management or who have an account 
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that brings them in close touch with the situation. In this, ac- 
quaintance and friendship play a large part, and the credit man 
who makes a recluse of himself loses power. The character of a 
letter has a marked efifect upon the recipient and on that account 
a good letter should be designed. It is a rather common custom 
to use a form letter, and as bank credit men are fairly liberal- 
minded with each other, a form letter is accepted as a labor- and 
time-saving device. The following are several specimens of let- 
ters that have been used with success : 

"We have purchased, under the usual option of the broker, 
some of the paper of , and, as we understand an ac- 
count is maintained with your good selves, we would very much 
appreciate an expression of your opinion as to the desirability of 
the risk for an outside bank at this time, together with some in- 
formation as to your experience with the business, relative to 
the nature and extent of accommodation at the disposal of the 
concern through your facilities and the manner in which obliga- 
tions are cared for. 

"Some idea as to the conditions under which the business is op- 
erating at present will also be of value. Thanking you for your 
courtesy in the matter, I am, 

"Very truly yours," 



"We shall greatly appreciate your confidential opinion as to the 
financial responsibility, general standing, and character of man- 
agement of , with particular reference to the desira- 
bility of the company's paper as a safe and attractive outside in- 
vestment. If endorsements are furnished, such information as 
you may have at hand covering the outside means of the en- 
dorsers or guarantors will be of value. 

"Thanking you for your courtesy in the matter, and assuring 
you of our willingness to reciprocate at any time, I am, 

"Very truly yours," 

"We have to-day purchased, under the usual option, paper of 
the above concerns, and would appreciate receiving the benefit of 
what information you may have in your files relative to their 
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present financial responsibility and method of meeting their obli- 
gations. We would also be glad to have you advise us if, in your 
opinion, they are under capable management, and whether or not 
you would consider their paper a first-class banking risk. 

"Assuring you that your kindness in this matter will be greatly 
appreciated, and trusting that you will not hesitate to call upon 
us when occasion arises, we are, 

"Very truly yours," 



"Will you kindly favor us in confidence- with your opinion of 
the present financial condition, management and business pros- 
pects of ? Would you consider a- reasonable line of 

their paper a safe and desirable investment? 

"Thanking you in anticipation, and desiring- to reciprocate 
whenever opportunity offers, Very truly yours," 



"Will you kindly favor us with your opinion regarding the 
character, standing and financial responsibility of ? 

"Would you regard a line of their paper for $ to 

$ a desirable investment ? 

"If, to your knowledge, they borrow on collateral, endorse- 
ments or guarantee, please advise us. 

"Assuring you that any information you may give us along the 
lines indicated above will be much appreciated and used dis- 
creetly, we are. Yours very truly," 



These are actual letters and are good. The writer has only 
one thing to offer as an addition, and that is the insertion of a 
foot-note to the effect that if the bank inquired of contemplates 
at any time the purchase of the same name that the inquiring 
bank will be glad to give the benefit of its investigation and the 
result of its analysis. 

When a name has at any time been purchased and is being 
considered again the following, that have been in actual use, are 
submitted as good types of letters : 

"We are revising our files on the above concern, and would 
appreciate receiving as full information as you may have relative 



208 THE BANKER'S CREDIT MANUAL 

to its financial and business standing. We would also be pleased 
to have you state whether or not its bills are discounted, and if, 
in your opinion, it is making satisfactory progress. 

"Thanking you in anticipation of your courtesy, and assuring 
you of our willingness to reciprocate, we are, 

"Very truly yours," 



"We are revising our files and would appreciate your advising 

us if you have had occasion to change your opinion of 

as expressed in your favor to us under date of . 

"Thanking ypu in anticipation, and assuring you of our will- 
ingness to reciprocate whenever opportunity offers, 

"Very truly yours," 



FILE REVISION ABUSES 

Before leaving the matter of file revision the writer can not 
help but expostulate against unnecessary revision. There are 
some bank credit men whose sole object in life seems to be to 
build up a huge file, based on endless and frequently recurring 
inquiries, without reference to the name being actively in the 
market. Bringing a file up to date should only accompany an 
honestly expected purchase. Keeping files up to date on names 
that are not in the market or on those one has no intention of 
buying, simply gets a man rated as a public nuisance and ends in 
his letters receiving scant courtesy, thus practically closing a 
most excellent source of information, perhaps at a time when 
it is really needed. Revise when you are actually contemplating 
purchase, and do not write every bank in the city in which the 
name is located. 

The most practical method is to pick out a small number of 
banks that, for some reason or other, are believed to have knowl- 
edge of a name and write to them. It is a wise thing to state that 
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you are writing other banks in the same city, if this is the case. 
The recipient bank will give letters more attention if it knows 
that its efforts are being relied upon. 

TERRITORIAL ECONOMIC CONDITION 

The statement, the inquiry and the broker's information give 
the greatest amount of direct information. There is, however, 
another very important consideration and this is the economic 
condition of the section of the country in which the name origi- 
nates. There are at times broad stretches of territory that suffer 
from crop failure, labor troubles or some economic disturbance 
that upsets business within that territory. For this reason the 
bank credit man, who buys commercial paper, must study eco- 
nomic geography and know to a certainty the conditions that 
prevail in various parts of the country. If any section in which 
the buying public is largely rural is affected with a serious crop 
failure it is a certainty that the sales of merchandise in that com- 
munity are going to fall off. This loss of sales is reflected in the 
financial conditions of the merchants and if the unfavorable con- 
dition is long protracted it is assured that the paper coming from 
that section will not be as desirable as paper originating in some 
more prosperous part of the country. 

As has been said, crop conditions or some other local cause may 
turn a whole geographic section into a questionable commercial 
paper risk. It is also true that unsettled conditions may prevail 
in one line of industry on account of raw material shortages or 
some such cause. This makes it necessary for the credit man to 
watch closely his type studies so that he may check from year to 
year on the condition of an entire industry. Trade journals help 
in this connection and a free interchange between credit men is 
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another aid in finding out the true condition of affairs. This is 
not always easy, however, to determine, and the credit man should 
always look most carefully for traces of territorial or trade 
depressions or undue expansion with consequent weaknesses. 
Eternal watchfulness is the only guardian against these troubles. 

COOPERATION HOW TO GET IT 

In commercial paper buying the bank credit man is mo-re de- 
pendent upon indirect information than in his direct loans. This 
makes the cooperative good will of his brother credit men of the 
utmost value. To secure this there are two prime rules. The first 
is to display a spirit of willingness to cooperate oneself. Do not 
turn credit inquiries, real credit inquiries, aside with a stereotyped 
letter. The second is to eliminate the dragnet inquiry method 
from your system. Remember, other credit men are often busy, 
even if you are not, and the quality of your credit file is more 
important than its size. Inquire when you have need to inquire, 
but do not inquire just to give your stenographer something to do 
and to increase the size of an already unused credit file. Send 
inquiries to those only who you believe, for some good reason, 
have the real information you need. If you must write to every 
bank in the section, at least have the courtesy to add a note to 
your inquiry stating that you are writing to other banks and that 
information on file will be sufficient without further effort on 
the part of the bank inquired from. This spirit of thought fulness 
and courtesy will breed cooperation, the greatest department 
asset any bank credit man can secure. 



CHAPTER X 

The Interview and Visit to Plant 

the fraudulent statement 

In considering the sources of credit information the statement, 
if properly and thoroughly analyzed, was given first place. This 
was done because it is supposed to show an actual picture of the 
real condition of the subject's business. Another reason is be- 
cause, if incorrectly given with an intent to defraud, and credit 
extended because of it, it becomes an instrument through which 
the fraudulent debtor may be prosecuted and sent to jail. In this 
latter connection it may be well to note that where the false state- 
ment act of any state may be weak and ineffective, action can be 
had under federal law if it can be proved that the statement was 
sent through the mail, thereby using the mails for the purpose of 
perpetrating fraud. There are a number of statement forms 
so designed that when properly folded they make a mailable 
form. In this manner they retain the stamp, cancellation marks, 
address and such evidence that will prove beyond question that 
they have passed through the mails. In many instances, how- 
ever, this form of statement is not adaptable to the system in use 
and so can not very easily be adopted. Office custom, however, 
can be made a substitute if well designed and strictly adhered to. 
One method that is inexpensive and not too cumbersome is to 
have the return envelopes distinctly marked so that they will 
only be opened by some one in the credit department. When 
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then be made immediately upon it to the effect that it had been 
received in the credit department on a certain date, that it con- 
tained the statement of the subject dated as per the statement 
date, and the notation should be signed or initialed by the person 
actually performing the act of opening and registering the state- 
ment. The envelope so marked should then be permanently 
pasted to the statement so that they become in fact one instru- 
ment. If, in addition to this, the statement is registered on one 
of the statement tickler cards, formerly mentioned, and the fact 
of such registration is noted on the margin of the statement, 
the record is so complete as to be good evidence in court that 
the statement was actually received through the mail by the bank 
and used in the credit department as a basis for credit standing. 
If made a regular order of department routine this is not a bur- 
densome matter and makes a very distinct claim of evidence. The 
form on the opposite page shows the type of envelope that can be 
used, so marked that any clerk in the mail department can tell at 
a glance that the contents are of more than ordinary importance 
and that the envelope is to go to the credit department in the 
shape and condition in which it is received by the bank. The 
notation referring the envelope to the credit department is printed 
on both back and front and is in either heavy red or green to 
make it more noticeable. It also serves to assure the customer 
that the information given is to be safeguarded by the credit de- 
partment and that the envelope is not likely to be opened by any 
other department of the bank or by more or less irresponsible 
boys in a general mailing room. 
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QUESTIONS SUPPLEMENT ASSET AND LIABILITY STATEMENT 

Statement forms, as has already been seen, contain a very 
large number of questions in addition to the actual balance sheet. 
In some cases these questions are answered in good form, but in 
many they are only carelessly answered or the answers may often 
be omitted entirely. In such a case an interview may rightfully 
be insisted upon and in any event an interview is of great benefit, 
as it brings the borrower and the credit man of the bank much 
more closely in touch and often makes clear many things that 
otherwise might be only imperfectly understood. Some credit 
men possess most excellent memories and rely upon them to a 
very great extent to retain the results of these interviews. Sorrie- 
times they later transcribe their impressions in record files, but, 
too often, the credit man who relies upon memory does not 
transcribe and so creates a credit file in his head to which he 
only has access and which the bank will lose in the event of his 
death or resignation. It is also true that time will dim even the 
best memory and that facts may become confused with impres- 
sions and a false mental record grow up which will lead to mis- 
takes and misunderstanding. To obviate this condition it is a 
simple matter to construct a questionnaire or record sheet that 
can be handled during the interview and notations made thereon 
which the stenographer can later condense into a terse report 
for filing purposes. The original of the record may itself be 
filed in the information folder if that is deemed best, but as 
many of the notations on the interview sheet and the statement 
form are the same, valuable space may be saved by transcription 
of the notations in report form and the filing of the questionnaire 
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in transfer files under a numeral system that can be packed much 
more tightly than the files in daily use. 

While the actual questions to be asked will necessarily vary, 
with the varying demands of different departments of different 
banks, it is still possible to consider the use of a certain number 
of more or less standard points of information that the credit man 
should have access to and should receive. Some of these will be 
duplicates of the questions on the statements. These can be 
checked before the interview to indicate whether they have been 
fully answered 'or whether more explanation is needed. With 
such a questionnaire on his desk, prepared in advance, the credit 
man is not likely to overlook any important matter that was not 
clear upon the statement and can conduct the interview in less 
time and in a more orderly manner than by the hit and miss 
method of general conversation. It also tends to calm a nervous 
or touchy customer. This questionnaire may be printed or a 
special form may be made for each case by the stenographer. 
If made the latter way the questions that have been satisfactorily 
answered may be omitted and the form shortened. 

INTERVIEW QUESTIONNAIRE 

The following is offered as suggestive material for such a 
questionnaire : 

QUESTIONNAIRE 

Name Date interviewed 

Representative Statement of Date 

Sales 

Profits 

Dividends 

Contingent liability 

Where incorporated 
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Have we on file a resolution stating who must sign notes ? 

What are outside means of endorsers or guarantors ? 

What is amount or extent of insurance ? 

Fire $ Accident $ 

Use and occupancy $ Credit $ 

Explosion $ Bomb $ 

Life $ payable to subject company 

Bad debts charged off $ 

Accounts past due more than six months $ 

Depreciation, machinery, $ Buildings $ 

Reserve for bad debts $ 

Reserve for possible merchandise depreciation $ 

Repossession loss reserve $ 

Mortgage debt or bonds when due $ Due 

Is mortgage or bond debt a blanket liability? 

Is the statement the result of a certified audit? 

Is paper sold by brokers ? Who ? 

What line is extended by brokers ? 

Was this completely retired during year? When? 

How long have officers or partners been in this line ? 

Is there some provision made for filling their places in case of 
death or resignation? 

What are sales terms ? 

Do you insist on customers living up to their terms ? 

What percentage of sales has to be repossessed? 

Have any accounts or notes receivable been pledged, sold or re- 
discounted ? 

What percentage of notes receivable represent matured accounts 
extended by note payment ? 

Was inventory taken by accountants or verified by them ? 

Is any part of the merchandise on consignment? 

What offsetting debit appears against such condition ? 

What does money deposited with company represent ? 

Is it a demand liability? 

What interest is paid thereon ? 

Is any part of capital stock represented by notes or accounts re- 
ceivable ? 
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How was paid in capital paid for ? 

Cash $ Real estate $ 

Machinery $ Patents $ 

Buildings $ Promotion $ 

Otherwise by $ 

What does receivables due from officers or partners represent? 
Is any part of the receivables owing from subsidiary or allied 



companies ? 



What other bank accounts are there ? 

Are any of these secured in any way when making loans ? 

Is the company obligated in any way for debts of subsidiary or 
allied companies ? 

How are sales running as compared to last year? 

Are collections good or do slow accounts run in greater propor- 
tions than last year as compared to sales ? 

What additions are contemplated this year? 

If selling nationally, are there any bad collection spots? 

Geperal remarks and memoranda : 



COMMERCIAL PAPER QUESTIONNAIRE 

When buying commercial paper there are also many points that 
can be covered in a questionnaire, of which the following is an 
example : 

Date 

To 



Gentlemen : 

In connection with the purchase from you, under option, of 

note of we would ask you to furnish 

us the following information applying to the company's state- 
ment as of 
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(1) a. Are any quick assets (merchandise, accounts receivable) 

pledged ? 

6. If accounts receivable and notes receivable are not sep- 
arate, what is the amount of each, and how much of 
each item represents actual merchandise sales, how 
much due from allied companies and what is due from 

oiificers, employees, etc. ? 

Accounts receivable $ 

Due from customers $ 

Due from allied companies $ 

Due from officers, employees, etc. . $ 

Notes receivable $ 

Due from customers $ 

Due from allied companies $ 

Due from officers, employees, etc. . $ 

(2) State amount and nature of contingent liability at daite of 

said statement 

(3) a. Were any obligations secured otherwise than as pro- 

vided in question No. 1 ? 

b. Financial worth, outside of this business, of endorsers, 
as follows : 

Name $ 

Name $ 

Name $ 

Name ; $ 

(4) Life and other insurance carried payable to the business?. . 

fC\ „ , Bad Debts 

\->J Vear Annual Sales Net Profits Dividend Paid Charged Off 

Three Years Three Years Three Years Three Years 

$ $ $ $ 

$ $ $ $ 

$ $ $ $ 

$ $ $ $ 

(6) Amount of bills and accounts receivable ninety days over- 

due on said statement 

(7) o. Minimum liabilities during past twelve months as on . 

••. $ 

b. Maximum liabilities during past twelve months as on 

$ '. 
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(8) With what other businesses are officers connected? 

(9) a. Names of all bank accounts with amount of each line of 

credit established : 

$ $ 

$ $ 

$ $ 

b. What brokers handle paper? 

(10) What amount was borrowed at statement time from 

banks ? 

From brokers ? 

(11) If statement was audited, was it an actual itemized audit 

of books or merely a verification of balance sheet? . . 



Name of accountants? 



This form calls for many bits of information that are not al- 
ways given. Much of this is not the fault of the broker, because 
if he is the''f)roper kind of broker, actually buying the paper and 
owning it, he too has had to assume a credit risk and is quite 
as interested in knowing the true status as is the bank itself. 
Some companies that borrow through commercial paper channels 
are not as frank as they should be and it is only by continued 
insistence that brokers and banks can get the full information 
they are entitled to. 

In this connection bank men would get further by cooperating 
with brokers than by antagonizing them, and by writing such in- 
quiries to the brokers as they may show to their clients for the 
purpose of getting more information. 

VISITING THE PLANT 

With the completion of the statement analysis and the inter- 
view the credit man has passed through two-thirds of the direct 
information process. The last step is really most important. 
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This is a visit to the plant itself and an actual examination of the 
fixed or capital assets. The value of this sort of inspection is 
getting better and better known and more appreciated every day. 
In the older methods of credit investigation the statement was 
analyzed along the lines of current assets and liabilities and no 
thought, or at the best very little consideration, was given to 
plant investment. Enough current assets were demanded to pay 
out all debts, by the books at least, and leave a one hundred per 
cent, margin for shrinkage. The machinery, buildings, fixtures, 
etc., were considered almost as junk in spite of the fact that, 
in a manufacturing plant at least, they form the productive ele- 
ment in the whole scheme and without them the current assets 
would be of shortlived nature. Of late, however, the plant, pro- 
vided it be in sound condition and of a productive efficiency, is 
considered from a credit standpoint as of mighty good value. 
Nothing in the nature of explanation can begin to approach an 
actual inspection of the plant in operation. Therefore it is well 
worth the time and effort in order to determine whether its 
productive condition is up to such a standard of efficiency as 
will make it possible for the credit man to pass it as a good, live, 
if not a quick or hquid asset. 

THINGS TO CONSIDER AT THE PLANT 

In visiting a plant a credit man has three things to consider, 
namely, the records, the plant as a productive force, and the 
morale of the organization. The order in which these should be 
taken up and examined is to a very large extent a matter of opin- 
ion. It seems, however, that the examination of the books may 
more rightly be classed as an accounting proposition. If the 
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statement has been an audited statement compiled by a certified 
accountant then the figures can be taken as authentic and analyzed 
for their value as the best interest of the bank may appear. The 
verification of the books, however, is only to make sure that the 
records, upon which the analysis structure is reared, is con- 
sistent and honest and that the analysis is being made on a sound 
premise. It is in truth an accounting proposition to prepare for 
credit, and such an examination should be conducted by the ac- 
countant for the bank, perhaps acting under the direction of the 
credit man. It is not the business of a visit but rather a protracted 
stay. The things to do are simple enough in as they affect credit. 
The honesty of the statement should be proved and the quickness 
and nature of the current assets should be assured. Old accounts 
should be segregated. Old bills receivable should be set apart, as 
should those that seem to have been given in settlement of ac- 
counts that have reached maturity. The testing of the inventory 
is a long and arduous task, but if a proper material cost record is 
kept, and if the credit man takes a trial balance and uses it in con- 
junction with the last statement, some very interesting sidelights 
can be found that will in a measure help to check profits and 
losses and will aid in forming an opinion of the present condition. 
In the matter of trial balances that are sometimes given between 
statements the credit man should insist on getting the material 
cost of sales for the period, as without this item an intelligent 
reading of a trial balance is an almost impossible task. For this 
reason one of the most valuable things the credit man can do in 
his office investigation at a plant is to ascertain something con- 
cerning the method of cost accounting the company may have in- 
stalled. If it shows clearly this material cost of sales item, the 
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credit man may feel assured that the head of the plant has some 
chance of knowing between inventories whether he is making any 
real headway. 

THE ROUTE THROUGH THE PLANT 

The element of plant efficiency is a most important matter and 
one that the credit man should take time to investigate. There 
are many different angles from which to view a plant. But a 
little thought will demonstrate that there is one best and most 
natural way. While a haphazard trip through the plant, such as 
is offered to sightseers, would be interesting and perhaps instruc- 
tive, it gives little real chanceto understand processes or produc- 
tion systems. And though there may be many sightseeing routes, 
there is, in the mind of the writer at least, only one inspection 
route that covers the ground thoroughly, gets a real bird's-eye 
view and makes it possible for the inspector to carry away a true 
and concise opinion of the efficiency of the production manage- 
ment. This route enters the plant over the receiving platform and 
leaves through the shipping room. Between these two points the 
route should cover exactly that that the raw material covers 
in its transformation into the finished product. 

By following this plan and sticking to the main product — if 
there be by-products — until the point where the main product is 
complete, even a tyro can tell whether the advance has been log- 
ical and direct. If the examiner follows the material he can 
easily see whether the route is a direct one or whether it is full of 
back currents and eddies. If the material goes back and forth 
or up and down and is not handled progressively so that every 
stage brings it nearer the end of its journey, there can not help 
but be unnecessary steps on the part of labor. This creates a large 
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unproductive percentage in what may be called, on the cost sheets, 
productive labor. The most efficient office and production man- 
agers often spend hours and days over the floor plans of their fac- 
tories with cardboard cut-outs of machinery reduced to scale, 
placing them and moving them so that the material will be han- 
dled, when in production, with the least back-draft or production 
drag. In antithesis to this there are many plants in which 
new machinery is placed in any vacant spot quite irrespective of 
whether that spot is near the line of march. These men operate 
under the plan of having the mountain come to Mohammed and 
do not care for the expense of inefficient or superfluous handling. 

GENERAL PLANT EFFICIENCY 

Efficiency in plant operation is also cut down immensely by 
poor lighting. The credit man who is interested in the efficiency 
of his risk can well remember this and note both lighting and 
general cleanliness. If a plant is dark and full of litter, piles of 
junk and scrap material, it is a pretty safe thing to decide that 
the management is not keen to the results that can be achieved 
by efficiency. 

Of a similar nature are the precautions that may be taken 
against accident. Open moving machinery is a menace and should 
be avoided whenever possible. The installation of safety devices 
is not an expense but an investment that pays handsome returns. 
Whenever a factory is found that is fully protected against acci- 
dent by the latest protective devices, one may be reasonably 
sure that the management is in conservative and intelligent hands. 

During the trip through the plant it is well to note the fire pre- 
vention arrangements, the location of fire hose stations, etc. If 
there is a sprinkler system the danger from loss by fire is very 
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greatly lessened, and as the likelihood of continuous operation 
is increased, the credit risk becomes a better one. Fire drills may 
or may not be a part of the routine. If they are they further re- 
duce the fire risk. 

One very important item in the success of any manufacturing 
plant is the spirit of the organization. A look at the payroll or 
employment record will do something to determine the average 
length of employment and the steadiness of the company's labor. 
But it is not a difficult matter to start a conversation here or 
there on the way through the plant, with this foreman or that 
and get his view of the management. Many little sidelights may 
be. thus secured that in the aggregate make for a very clear gen- 
eral impression. 

USE FOR A KODAK 

The general impression can often be fixed for future reference 
if the credit man will carry a small pocket camera, of good lens 
quality, and take frequent pictures. These, when mounted in the 
credit file, will recall to the credit man much detail that might 
otherwise escape his memory. It is a simple way of recording 
physical facts for the benefit of boards of directors or discount 
committees. Very often the photograph of a well-arranged plant 
properly housed, will make possible the extension of a credit, 
through committee action, that could not possibly have been han- 
dled in any other manner, as it is practically impossible to have 
the committee see the plant. 



CHAPTER XI 
Depreciation and Generalities 

There seems at times to be a misunderstanding of the term de- 
preciation, and the place it fills, both in the productive world and 
the credit field. We too often hear of instances where, companies 
having made a very handsome profit, the directors charge off 
liberally for depreciation. Again, where profits are scant, de- 
preciation is sidetracked or materially reduced. Managements 
that work along such a line have lost track of a most important 
fact, in that depreciation is in no wise an offspring or aftermath 
of profits to be written big when profits are big, and to be written 
small or not at all when profits are small. Depreciation is abso- 
lutely a constant condition and a steady average charge in the 
transacting of business. No business can be conducted without 
depreciation of some kind any more than it can be conducted 
without the payment of wages. It is absolutely one of the pen- 
alties or costs of doing business and must be figured as such by 
the honest and conservative business manager. The nature of 
depreciation accounts is to set aside a reserve from profits to take 
care of the reduction in the value of certain assets through wear 
and tear of manufacture or otherwise; the idea behind the crea- 
tion of the reserve being to achieve a present value for the item 
under consideration. 

No matter how careful a business man may be it is certain that 
in selling his product he will sell to a certain number of names 
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from whom he will receive no pay. In fact, as has been said be- 
fore, a normal loss is better than no loss, as an indication of pros- 
perity. 

SALES AND LOSSES 

But even though knowing some sales will result in loss, the 
exact amount can not be foretold. It should be then the custom 
to set up a reserve for depreciation of accounts and bills re- 
ceivable based upon a certain percentage of sales that has, by ex- 
perimentation, been found to be the normal loss in that particular 
line of business. From a business standpoint this is good judg- 
ment. From the standpoint of the extender of credit the lack of 
provision for this depreciation is a display of ignorance of one 
of the first costs of doing business and shows an unwillingness to 
protect the creditor against bad judgment in credit granting by the 
management. Whenever no such reserve is present the bank credit 
man can be sure that in a liquidation the current ratio would be 
bound to suffer through a material shrinkage in receivables. 
There is a strong probability that, lacking a reserve, this shrink- 
age would be more' than normal because the poor accounts have 
probably not been charged off regularly. The selling loss is as 
much a part of the cost of doing business as the salesman's com- 
mission, and the wise business man will treat it as such, setting 
aside from each month's business a definite percentage of profits 
or sales as a reserve for bad debts or a depreciation on receiv- 
ables. 

REPOSSESSION LOSS 

Houses selling on the installment time-payment plan have an- 
other condition to face. Of all the goods sold on time it "is cer- 
tain that some will be repossessed because of non-payment of de- 
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f erred claims. The percentage of such goods that will have to 
be taken back, refinished and sold again, with the selling and reno- 
vating as an added cost, can be reduced to an absolute average 
percentage by experimentation and a proper analysis. In some 
lines this repossession loss and expense may be high or it may be 
low, but it can be -determined and the house that has its account- 
ing system arranged to handle this correctly makes the better 
credit risk. It is a question about which the bank credit man 
should have a thorough understanding. 

MERCHANDISE AT COST 

The next item among the assets that is subject to a serious re- 
duction in value is the merchandise account. Merchandise is 
almost always called for at cost or less than cost if the present 
market is below cost. It seems that any reduction in value of 
this item is not one that can easily be averaged or foreseen. It 
is more a matter of market conditions and fluctuations in values 
and therefore not a very good subject for a reserve account but 
rather is connected more directly with the profit and loss account. 
But the question should be asked and a comprehensive answer 
should be demanded as to whether old and out-of-season mer- 
chandise has been disposed of either through forced sale or 
charge-off so that the inventory really represents a fair value. 

PLANT DEPRECIATION 

The next asset that comes in for consideration under the de- 
preciation program consists of the plant and its equipment. In 
these items we may make two main distinctions. First, there are 
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the buildings which, if of good construction, are subject to a 
slow decay and hence a low depreciation charge; second, the 
machinery, fixtures, tools, etc., that are of rapid consumption, as 
compared to buildings, and hence should be subjected to a more 
liberal depreciation- reserve charge. Of course, the thing to do 
is to figure the life expectancy in these items in numbers of years 
of service and charge them with a depreciation each year so that 
at the end of that expectancy there will have been created a re- 
serve sufficiently large to wipe them off the books. If we take a 
typical example we may more readily see the argument. Sup- 
pose the case of a large press for handling sheet metal. The ex- 
pectancy is that this press will last, as a productive unit, for ten 
years. Then each year ten per cent, of its cost should be taken 
from profits and set aside as a depreciation reserve, so that at the 
end of ten years the whole cost of the press will be accumulated in 
the reserve account and the press can be removed from the assets, 
without affecting the expressed net worth of the company's state- 
ment. It is not a proposition of arbitrarily setting a yearly lump 
sum aside that bears any relation to the profits, because the profits 
have no resultant connection with the wearing down of the press. 
This wear is the result of handling the product and fabricating it 
and there can be no real profits until this loss of value has been 
replaced just as absolutely as it has been necessary to pay for fuel 
that has been used in running the plant. They vary only in degree 
of speed in consumption, both being destroyed in their present 
form to produce wealth. The depreciation is a thing that can not 
be dodged and no risk is a good one that is not taking this abso- 
lute cost or penalty of doing business into its calculations and 
providing for it. 
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DEPRECIATION DUE TO OBSOLESCENCE 

There is another condition that presents itself and against 
which reserves are sometimes attempted. This is depreciation in 
value due to obsolescence. The life of a machine may not yet 
have run out the normal course of its existence from wear, and 
still it may be desirable not to keep it in service because of im- 
proved machines that would do the work cheaper and faster 
while not lowering the quality. Let us suppose a machine that 
cost originally ten thousand dollars, with an expectancy of ten 
years, and has actually run seven years, against which a seventy 
per cent, depreciation reserve has been created and which has 
become obsolete. 

The value still stands on the books, basically, at three thousand 
dollars. A new machine is to be substituted at a cost of ten thou- 
sand dollars. The question arises : what is to be done with the 
three thousand dollars not accounted for by depreciation? First 
of all, the old machine will be sold for something, and to make 
the example as bad as possible we will suppose that it brings only 
six hundred dollars as junk. This leaves a margin of twenty-four 
hundred dollars to be taken care of in some way. Should this 
amount be charged at once to profit and loss or can some other 
way be devised of handling it? The first and most patent thing 
seems to be that the cost of the new machine is really going to be 
twelve thousand four hundred dollars. Supposing the life of the 
new machine is estimated at ten years, would it be fair to assume 
the cost twelve thousand four hundred dollars and create a reserve 
of ten per cent, of this each year. This is an action that would 
find support from many good accountants. But there is another 
consideration which is at least worthy of mention. The new ma- 
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chine is substituted in the hope of greater gain through better 
production. It would seem, therefore, that in the face of greater 
hope for profits a greater reserve could be carried. The old ma- 
chine would have been completely charged off in another three 
years. Would it not therefore be a proper thing to put into effect 
a depreciation charge of one-third of the remnant of the old 
value, or eight hundred dollars, and one-tenth of the market cost 
of the new machine, or one thousand dollars, thereby creating a 
yearly depreciation charge of eighteen hundred dollars? At the 
end of three years the old machine would be entirely wiped out 
in accordance with the original expectancy and the reserve charge 
could then be reduced to the regular ten per cent. 

This method would allow the plant to enter the new machine at 
market cost plus obsolescence loss not provided for by normal 
reserve. At the end of three years the reserve account and the 
machine account could be adjusted and thereafter the machine 
carried at market cost and depreciation run accordingly. This 
would load an extra depreciation charge on the expected in- 
creased earnings while the new machine was most productive 
and before there was any material danger of it becoming obsolete 
itself. At any rate it is an angle on depreciation that the credit 
man can well discuss with his borrowers and which will help him 
to determine the degree of their conservatism and their willing- 
ness to carry plant at proper depreciated values. 

APPRAISALS 

In connection with plant assets an appraised value must some- 
times be considered. Appraisals are most excellent things to have 
but sometimes an appraisal seems to the management to offer an 
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opportunity to show an increase in net worth because the ap- 
praised value may be in excess of the book value of the plant as- 
sets. In a period of rising prices for materials of all kinds, it is 
quite possible for the present reproduction value to exceed cost 
value less depreciation, if the appraisal to establish this reproduc- 
tion value is based on the present cost of materials. This may 
be a most excellent matter to have for insurance purposes, but if 
this valuation is in excess of cost it should not be presented on 
the property statement, that is, used for a basis of credit, because 
merchants and manufacturers are not in business to make a profit 
or loss from the fluctuations in the value of their plant. Such 
erirors may have crept into the figures and the credit man should 
apply about the same rule as in the case of merchandise. Let 
the plant be carried at cost or appraised value if that be less than 
cost, and insist that proper depreciation accounts be set up against 
the cost and run back to cover the life of the plant to date. 

PATENTS AS ASSETS 

Some companies carry a rather heavy item in the assets to 
cover patents. If these have been put into the statement at actual 
purchase price it may be fair to allow them as an asset. They 
are, however, sharply subject to depreciation according to the 
length of time the patent has yet to run, and a reserve or an 
actual charge-off should be made in accord with the legal life of 
the patent. At the expiration of the legal life of the patent there 
is no further patent monopoly. There may still be a value due to 
monopoly of the market and the establishment of a sale for the 
goods. This is, however, in the nature of good will and of ques- 
tionable value as a liquidating proposition. Here and there the 
fact that patents are being carried as assets is concealed by organ- 
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izing a holding company whose sole asset is the patent right. The 
stock of this company may be held under stocks and investments 
and so be passed as a non-depreciating, fixed, or, in some cases 
even as a current, asset. Possibilities such as this make neces- 
sary an accurate detailed statement of the securities held as assets 
and this being properly examined may disclose some very inter- 
esting information. 

COLLATERAL LOANS 

Collateral loans are not primarily in the same class as com- 
mercial loans and are often handled in an entirely separate de- 
partment. There are, however, several points that are worthy 
of note in the matter of recording collateral that can well be kept 
within the credit department for reference and study in con- 
nection with the bank loans. First and foremost is a record of 
the collateral that exists as a security on any one loan. This is 
often a mixed lot and a proper record must be made to indicate 
the number of shares that are pledged and the present market 
value. At the time of surrendering the collateral it is also well to 
secure a receipt for its return. This can be accomplished easily 
by the use of a card file, of which the form on the opposite page 
is a reduced reproduction. 

On such a card or a number of cards can be kept the total col- 
lateral back of any loan. There is, however, a further record 
that should be kept. Any one kind of stock or bonds may be 
pledged for the loans of many different people. Untoward 
fluctuation of any securities may, therefore affect the collateral 
value on many different names. This makes necessary the estab- 
lishment of a proper cross-record of the kinds of collateral which 
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the bank may have in its files and the names of the borrowers who 
will be affected by market fluctuations. This can be accom- 
plished readily by keeping a record card and the form on pages 
235 and 236 is submitted as one method by which such a record 
may be kept. 

There is another form of loan on a collateral that is different 
in some vital respects from the loan on stock market collat- 
eral. This is the loan made to receivers of grain. In the first 
stage of this loan the security is generally based upon a bill of 
lading representing the shipment of a definite number of pounds 
of grain of a certain kind. When the grain reaches the re- 
ceiving city it may have to be switched to the elevator from the 
regular railroad tracks, and before this is done the railroad gen- 
erally demands the surrender of the bill of lading and issues in 
its place an interim switching order. This order binds the rail- 
road to make delivery of the car and the grain designated to the 
elevator tracks. The form on page 239 is similar to those in gen- 
eral use. 

In the larger grain centers the boards of trade generally keep 
a record of car movements, etc., that makes it possible to consider 
these switching orders good interim collateral. Outside the main 
grain centers, however, they are subject to some possible manip- 
ulation. The railroad does not hold itself bound to insist upon 
the return of the switching order when making delivery of the 
car. This makes it possible for the elevator to accept a weigh 
and reload order and allows the possible forwarding of the grain, 
the securing of a new bill of lading and the actual hypothecation 
of the grain without disturbing the switching order in the col- 
lateral files of the bank. To overcome this possibility the writer 
has followed the policy of demanding that the elevator acknowl- 
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edge the switching order by stamping the following phrase on its 
face and having it signed by some ofHcial of the elevator com- 
pany: "The Blank Elevator Company will receive but will not 
weigh and reload, or forward, or ship, the grain covered by this 
switching order without the return to them of this original order. 
The Blank Elevator Company, by , Secretary." 

This allows the elevator company to receive the grairi but 
binds it not to forward the grain except upon the surrender of 
the receipt. It makes the switching order very closely approxi- 
mate an interim elevator receipt. 

The forms on pages 241 and 243 are filled out as a collateral 
record to indicate the grain pledged and are so self-evident that 
they need no detailed explanation. 

ACCEPTANCES 

Until quite recently most business has been transacted in this 
country by means of the open-book account. The trade accept- 
ance, while not by any means a new form of commercial instru- 
ment, is a new force in the business of this country. Its principal 
feature is to make it possible for the merchant or manufacturer to 
have the credits for his sales in such shape that he can raise 
money, to finance the business, by hypothecating them promptly. 
The trade acceptance is being advocated to make the receivables 
liquid and do away with the necessity of the merchant perform- 
ing a banking function. It expands the credit field and liquifies 
what has been a so-called "frozen asset." A great many articles 
have been written about the trade acceptance and it has been so 
widely advertised and extolled that one may almost believe it a 
panacea for all business ills. It may not be beseeming to criticize 
this trade acceptance, for its proper use is undoubtedly going to 
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accomplish much toward rendering credit more liquid and mak- 
ing for a better relation between buyer and seller. 

It is to be presumed that a merchant will make the effort to 
get his receivables into the shape of acceptances because he plans 
to use this more liquid form of debt, for if he did not so intend, 
one most potent reason for forcing the change of form would 
cease to exist. For the ordinary merchants who have one or 
perhaps a few banks of deposit and who confine their borrowings 
to these banks this may be all right. But we are faced with a dif- 
ferent problem when we consider names that are offered in the 
open market as commercial paper. Here it is considered a very 
bad credit sign and in truth prevents, the sale of the paper, if the 
maker of the note sells or hypothecates his receivables. 

The reason for this is basic, sound, and thoroughly in accord 
with good business procedure. The buyer of the notes in the 
open market, lacking the personal connection of the bank of de- 
posit, insists on the best paper that the maker of the note in any 
way issues. The hypothecation of accounts weakens the assets 
by giving a prior lien against them. It is giving to some one a 
secured or two-name paper as against a single-name paper and 
when this happens the name must vanish from the open market. 
Few bank men buying commercial paper will for a moment con- 
sider the notes of any name if that name borrows in any other 
market offering better security, and the two-name rediscounted 
acceptance would very probably be classed as such. Therefore, if 
a company, using the open one-name market for commercial pa- 
per, wishes to arrange for its borrowing by substituting the method 
of rediscounting acceptances in place of floating its one-name 
note, it must have in its possession a sufficient quantity of accept- 
ances to cover the peak load of its borrowings. If it has not 
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enough such acceptances and it can not float two kinds of paper 
it is, ipso facto, compelled to retain that form which can be 
floated in sufficient amount to secure the funds necessary to its 
demands, or, in other words, the straight note of to-day. 

It is perhaps a good thing to urge merchants to get their re- 
ceivables into the shape of acceptances because of the more gen- 
eral reasons advanced so ardently by the advocates of the accept- 
ance plan, but the wiser credit man will caution his client against 
the indiscriminate use of these acceptances unless they are avail- 
able in sufficient quantity so as not to cut off necessary avenues 
of credit by their use. 

It is possible that single-name paper and the negotiated ac- 
ceptances, accumulated by the same company, may appear in the 
market side by side, the buying banks differentiating between 
the strength of the one- and two-name paper by the establishing 
of different rates of interest. In this kind of a market the credit 
man should use every effort to ascertain the amount of accept- 
ances rediscounted, so as to know what part of the receivables 
have been hypothecated, and also what the contingent liability 
is on this type of financing. As a matter of sound economics, it 
is probable that the registration of acceptances sold might be de- 
veloped to good advantages both for the name selling the paper, 
and for the bank buying it. If this type of registration could be 
developed, the enlargement of the commercial paper market on a 
sound basis would be assured, and the criticism now existing 
against the sale of acceptances would be largely vitiated. 

There is in some fields a well-defined movement to have the 
bank of deposit of the customer wishing to sell his acceptances 
establish trust funds with these acceptances as security, and issue 
against the same participating certificates, which could be sold 
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by the bank or through brokers. The establishment of such funds 
would make it possible for the buyers of the straight paper, or 
the discounted acceptances, to ascertain the volume of such dis- 
counted acceptances, and would be thoroughly economic. 

It seems to need only a word in passing to point out that such 
matters as require legal knowledge should be left to the bank's 
attorneys. No matter how well versed a credit man may be in 
law, the lawyer is still the specialist, and legal matters or legal 
papers should always be approved by him. Supposed sound 
contracts, securities or guarantees have not held water and loss 
has resulted that might have been averted by a proper legal 
opinion. 

THE ROBERT MORRIS CLUB AND A CODE OF CREDIT 
DEPARTMENT ETHICS 

There is an organization of bank credit men, banded together 
under the name "The Robert Morris Club, of the National As- 
sociation of Credit Men," with the purpose of bettering credit 
department ethics, system and knowledge. In Februai-y, 1916, 
this body adopted a set of resolutions embodying a code of ethics 
that every bank man should study and become thoroughly famil- 
iar with. By strict adherence to this code much misunderstand- 
ing will be avoided and far better cooperation gained. It would 
also materially benefit credit methods if the commercial credit 
men could become well versed in this ethical code. 



Credit Department Ethics 

RESOLVED : The first and cardinal principle of credit investiga- 
tion is the sacredness of the replies, and any violation of this princi- 
ple places the violator beyond the pale of consideration of the honest 
credit man. 

RESOLVED : Every letter of inquiry should indicate in some def- 
inite and conspicuous manner the object of that inquiry. 

RESOLVED: When more than one inquiry on the same subject 
is simultaneously sent to the banks in the same city, the fact should 
be plainly set forth in the inquiries. 

RESOLVED: Individual consideration by the recipient of a 
credit inquiry of the distinguishing marks therein will increase the 
efficiency of credit investigation. 

RESOLVED: Indiscriminate revision of files regardless of the 
presence of the note in the market is unnecessary, wasteful and un- 
desirable. 

RESOLVED : That it is the sense of this conference that the con- 
tinued observance of high ethical principles in the conduct of the 
credit departments of banks and banking institutions insures the 
best results and cooperation in safeguarding banking credits. 

RESOLVED : It is not permissible nor the part of good faith in 
soliciting accounts from a competitor to seek information from the 
competitor without frankly. stating the object of the inquiry. 

RESOLVED : That it is the sense of this meeting that in answer- 
ing inquiries the source of the information should not be disclosed 
without permission and that letters written in answer to inquiries 
should be held inviolable by the recipients. 

RESOLVED: That in seeking information the name of the in- 
quirer in whose behalf the reference is made should not be disclosed 
without permission. 

RESOLVED: That in answering inquiries it is advisable to dis- 
close all material facts bearing on the credit of the borrower to the 
end that the paper offered in the open market be of the same descrip- 
tion as that held by the borrower's own bank. 

Adopted February, 1916, by 

The Robert Morris Club 

of the National Association of Credit Aen 



